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demonstration has been the most ambitious attempt ^tfius far tO: 
determine the feasibility of using private employers tpi provide a 
work experience in a youth employment program. In establishing this 
demonstration^ congress authorized program operators to recruit 
private businesses aswell as the traditional prbvidersi of work 
experience: public and nonprofit agencies^ As part of the overall. _ 
research on the implementation of entitlement^ this reportex^ines . 
the paslicipatibn of private businesses in the demonstration witfa^ 
partibular_attention to the experience both the firms that chose 
to participate-and those that report addresses the 

strategies-of prime sponsors in recruiting private businesses, the 
interest of firms in participating as work sponsors, and the 
experiences of those who participated. In particular, the report ^ 
assesses the sensitivity of the participation decision to the level 
of wage subsidy offered by the prime sponsor bii the basis of a__ 
subsidy variatipnexperimehtcb^ two sites^-tn addition^ the 

study assesses the satisfaction of firms with program administration 
and. with the ybuths: working £or_them, a that_ * 

affected t&eir_willingnessto-re^ work sponsors* Finaliy, the 

report-addresses the dual congressional mandate th^^ job creation for 
entitlement youth must not result, in '•make-work*' jobs or in; 
displacement of work opportunities for others by examining the 
relationship between levels of work quality and degrees bf 
d i splacemen t . ( KC ) 
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The Youth Incentive Entitlement Pilot Projects demonstration has 
been the most ambitious attempt thus far to determine the feasibility of 
using private employers to provide a work experience in a youth employ- 
ment prdgram. In establishing this demonstration. Congress authorized 
program operators to recruit private businesses .as well as the tradi- 
tional providers of work experience: public and ; nonprofit agiS^iei. 
Previously, the involvement of the private sector in eipioyment and 
training efforts had effectively been liiited to on-the-job training 
arrangements permitted under the training title of the Comprehensive 
Employment and Training Act (CETA). For most of the local CETA ^iriie 
sponsors that managed the demonstration^, therefore, the availability of 
the private sector as a source of jobs was seen as a new challenge 
and a new opportunity. Entitleient was a chance to examine both the 
potential for a collaboration between private employers and public 
manpower agencies, and the Experiences of youths in a private sector 
environment. 

As part of tlie overall research on the implementation of Entitle- 
mehti this report examines the participation of private businesses in the 
demonstration with particular attention to the experiences of both the 
firms that chose to participate arid those that did not. It contains 
lessons from the demoristratiori that provide valuable insights on the 
willingness of the private sector to take part in a manpower program. 
We now know, for example, that many businesses can be induced to employ 
disadvantaged youths and that some of these sponsorships will eventually 
lead to urisubsidized jobs. We also know that the effort required to 
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recruit private work spbhsors is substantial j particularly in light of 
the fact that all but one of the prime sponsors opted to offer the 
tnaxirautn subsidy level permitted, lOG percent of the minimum wage. 
Furthenhbre, the results of a small-scale experiment which tested employ- 
er willingness to sponsor youths at different levels of a wage subsidy 
suggest that the effectiveness of reduced labor costs as an incentive for 
hiring economically disadvantaged young people may be quite limited. 

When considering the findings in this report, one should bear in 
mind that the involvement of for-profit employers was not an essential 
component of the Entitlement program. The demons trat ion was designed to 
find out whether the employability and educational* achievement of low- 
incotne youths could be improved by linking a guaranteed job to satisfac- 
tory attendance and perfdrtnance in school* Initially, program operators 
did riot all choose to recruit private businesses as work sponsors, and 
those that did were faced at the same time with other unfamiliar demands ^ 
such as the need to develop new linkages with the schools and the eri- 
fdrcetnent of attendance and performance standards. The allocations of 
resources to meet these novel demands may have limited the time spent on 
the private sector cbmporierit ^ arid thus its success, at least in the early 

stages of the demonstration. On the other harid, the neecl to firid jobs 

_____ ___ _ 

for all eHgible youths who applied for the program undoubtedly stitnu- 

lated later efforts to recruit and retain private employers, and the 

private sector irivblvemerit in Entitlement became an object of study. 

Despite the difficult ies of irivolvirig these emplbyers ^ as outliried 

in this report, operators of employment and training programs clearly 

have a growing interest in including profit-making businesses in the 



training arid develbptheht of young and disadvantaged persons. Since 
private sector etnploynient comprises the vast majority of uhsubsidized 
jobs, the inclasion of private businesses in employment-related programs 
greatly broadens the, seope of available work opportunities. It is also 
apparent that many youths^ as well as people in the community at large, 
place ah added value on work experience with private firms. 

The experiences— outlined in this report should be put to use not 

only as a springboard for further learning efforfs, but also as a guide 
for those who formulate and implement youth and manpower policies. It 
behooves policymakers, in designing a blueprint for future Endeavors ^ 
to take advantage of what we already know about private sector responses 
to public sector initiatives. This report highlights the obstacles that 
face the public sector when it seeks the collaboration of private employ- 
ers in publicly-funded social programs, but it also shows that these 
barriers can be overcome, provided that policymakers and public agencies 
understand the difficulties and are committed to putting forth the 
necessary effort. 

^ Robert C. Penn 

Vice-President 
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the City of New York 

City :pf Philadelphia Area 
Manpower Planning Council 

Steuben. County Manpower 
Adminis trat ion 

City of Syracuse Office of 
Federal and State Aid 
Coordination 
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EXEeUtiVE SUaiMY 



The Youth Incentive Entitlement Pilot Projects demons tr at ion ^ 
created under the Youth Act of 1977 ^ established a 30b guarantee in 17 
communities for disadvontaged 16-19 year-olds , conditional oh their 
returning to or remaining in high school. The demonstration was managed 
by local CETA prime sponsors, who were chosen competitively from a field 
of 153 applicants. During the course of the dembhstratidn, March 1978 
through August 1980, Entitlement prime sponsors enrolled and assigned 
76,000 youths to jobs (part-time during the school year, full-time in the 
summer), nearly all at the minimum wage. Over 67,000 of the youths were 
assigned at seven large-scale Tier I programs, encompassing full or 
partial central city areas or nrulti-couhty regions. The remaining youths 
were employed at ten tier 11 programs, covering smaller cities ^ rural or 
semi-rural counties, or school-district-sized neighborhoods. 

A distinctive cbinpbnent of the Entitlement demonstration was the 
congressional authbrizatibh for prime sponsors to recruit private busi- 
nesses as work sponsors^ in addition to public and hbhprofit agencies. 
Youth wages could be subsidized at up to 160 percent of the minimum wage^ 
with the priiiie sponsors managing a central payroll for ail enrollees. 
Over the course of the detndnstratidn, 5,959 private businesses were 
recruited to serve as work sponsors ^ ciDmprising 55 percent of all work 
sponsors that participated, and nearly 20 percent of all youth job hours 
were spent working for private business. This reflected a steady in- 
crease from 14 percent of job hours in September 1978 to 23 percent in 
June 1980. 

- - 



The private sector authorization in Entitlement marked a departure 
frbni youth work experience programs under CETAj which had liiSited work 
sponsorships to public and nonprofit sponsors. While there had pre- 
viously been small vocatidhal explbratibn and work sampling projects in 
soffle communities i and ah authbrizatioh for CETA prime sponsors to develop 
bn-t he- jbb» training subsidies with private employers. Entitlement was the 
first large-scale opportunity to test the potential fbr prime sponsor/ 
private sector cooperation, fbr either youths or older enrblleesi 

.This report addresses the strategies of prime sponsors in recruiting 
private businesses, the interest of firms in participating as wbrk 
spohsbrs, and the experiences of those who participated. In particular, 
the report: assesses the sensitivity bf the participatibh decision to the 
level of wage subsidy bffered by the prime sponsor on the basis bf a 
subsidy variation experiment conducted at two of the program sites. In 
addition^ the study assesses the satisfaction of firms with prbgram 
administration and with the youths working fbr them^ and the factors 
which affected their willihghess tb remain active as work sponsors. 
Finally, the report addresses the dual congressional mandate uhat jbb 
creation fbr Entitlement youths must not result in "make-work" jbbs or in 
displacement of work opportuftities fbr bthers by examining the relation- 
ship between level bf work quality and degree of displacement. 

Prime Sp b hsbr Job Development Stra teg ie s with the Private Sector 

While some of the Entitlement prime sponsors did hbt believe it 
particularly necessary br valuable tb recruit private business, most 
regarded the bptibri tb augment the pool of public and nonprofit agencies 

•xii- 1^ 



as a Wiicoie oppdrturiity. Their iSthusiasm was tempered With some 
trepidation, however, since CETA prime spdiisbrs had not ^de iignificaht 
inroads with the private sector by 1977, and since thi experience with 
large-scale on-the-job training programs in the l96bs had led many to 
believe that private employers were reluctant to become involved with 
disadvantaged enrollees or With government red tape. 

Although prime sponsors were apprehensive abSut Business respon- 
siveness, several features of the work sp5Sib«hip arrangement were 
likely to allay employer reluctaSce. Ail Entitlement youths were piid 
from a central payroll, managed by the prime spoSs6?, so that work 
sponsors would not have the paperwork burden of ci^^ying youths oh their 
payrolls, withholding taxes, or covering thii With Workmen's Cbmpensati5n 
Insurance. Furthermore, all priie Sponsors save one (Mississippi at 75 
percent wage subsidy? opted to subsidize the full iiniiui wage cost of 
enrollees assigned to private businesses. Thui, a youth who worked a 
full year with a private employer (10-20 hbure per week in the schb5l 
year, 30-40 hours per week in thi iuimer), with a full wage iubsidy, 
would have brought more thin $2,500 in subsidized wages to kn employer at 
the 1980 minimum wage. These arrangements prebibly m&rked as attractive 
a bargain as a prime sponsor could strike in recruiting a businesi to 
provide work experience for youths. 

As a bridge to businesses, several priie ipSniore solicited the 
cooperation of Chambers of Commerce, the Nitibiial Alliance of Business, 
or similar business organizatibni to recruit private empl5yi« and 
to screen youths for job assignment. Those prime sp5nib« that empha- 
sized private sector job development proposed to give special attention 
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to their business work sponsors ^ but the press of ehrbllmerit numbers at 
the large programs made special efforts difficult to implement. Some 
prime sponsors held off a major private sector effort until their pro- 
grams had stabilized, then recruited businesses in increasing numbers , 
particularly as some began to perceive they had fairly well exhausted the 
pool of availa^ble puljlic and nonprofit agencies i 

Prime sponsors generally found that small retail and service esta- 
blishments were easier to recruit and more likely to be geographically 
accessible to enrbllees, who worked after school during the academic 
year. Experience revealed that manufacturers and large firms were less 
easy to recruit because of multiple bureaucratic clearance problems, 
difficulty in scheduling part-time wbrk^ dahgerdul or inappropriate work 
for teenagers, or employer concerns about having to negotiate union 
approvals to accept subsidized youths, these concerns were reflected in 
the mix of businesses recruited*. 

Businesses participating were primarily in the retail trade or 
service industries (over three-fourths) ^ but an appreciable number 
(one-tenth) were manufacturers. Most businesses were relatively small, 
with over two-thirds employing fewer than ten regular workers. The 
average firm sponsored only brie to twb Erititlemerit enrbllees at a time 
compared with the typical public of ribnpfbfit agency, which spohsbred twb 
to four youths. 

Subsidy Levels and Participation Rates of Private^ ^ployers 

From January through April 1980, job develbpers in Baltimbre arid 
Detroit participated in a wage subsidy variation experiment iri conriectiori 
with the expansion of the Entitlement target areas in those two communi- 
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ties. In Detroit^ staff listed over 1,000 private businesses that had 
hot been Entitlement Work sponsors. These employers were then randomly 
assigned to two groups; one to be approached with the offer of fall wage 
subsidy and th. other at a three-fourths wage subsidy, in Baltimore, job 
developers offered employers on one side of town a 50 percent subsidy^ 
arid on the other, a full wage subsidy. The minimum wage during 1980 was 
$3.10. 

Several conditions of the wage subsidy variation experiment probably 
constrained the likelihood of business participation in comparison with 
employers at all sites over the longer course of the demons trat ion. For 
the experiment businesses were recruited over a five-month period for a 
subsidy of limited duration^ compared with the much longer job develop-- 
tnent period which existed during the demonstration. Further, early 1980 
was a period of economic decline, particularly in Detroit. 

Other factors, however, may have tended to make participation rate 
estimates overstate the respbrisiveness of private businesses. First the 
expierimerit measured the decision of firms to participate; but did not 
measure the number that actually sponsored youths^ since slower than 
expected job development arid youth assignment in Baltimore and Detroit 
prevented tnakirig the latter estimate. Furthermore, while job developers 
were instructed to approach all businesses, save clearly iriapprbpriate 
ones (such as bars and liquor stores), there may have been some tendency 
for them to list firms which they believed were more likely to sponsor 
youths. 

On balance, however, it is likely that the preponderance of experi^ 
mental conditions may have coritributed tb a lower bound estimate of 



iiiceiy participation rates , somewhat understating employer respohsiveness 
iff the longer-term dembris trat ion . With this in mind the fdilbwirig 
findings emerged: 

• The participation rate of businesses that. were, ofiered 100 
pefiejTt wage, subs idy^ ad ju sted by mult iple regr es sion t o 
control for differences in employer characteristics, was 18 
percent. This appears to corroborate initial prime sponsor 
concerns about business responsiveness, despite 'the full 
subsidy and cbrivehierice bf the central payrbll, 

• Thti participation rate of businesses of fered a three-fourths 
subs idy was 10 percent , and the part icipat ion rate at one-half 
subsidy was 5 percent, 

• Firms agreeing to participate volunteered two principal rea- 
sons: the attract ivenes ^ of xh? relatively Ibw wage cbst, and 
the bj>pbrtunity tb do sbmething tb help unemployed youths, 
Mbre firms cited the altruistic rabtive as their most impbrtarit 
cons iderat ibri than volunteered the cheap labor consideration. 



• Firms which were less than three^ years old that had previously 
employed youths , or that had expanded their work force in the 
last year were more likely Ld participate. 

• By far the most frequently cited reason fbr declining to 
participate was that the employer simply did not have enough 
work, or had work which demahded higher skills than high-school 
youths could off er^ Very few employers cited government 
redtape or administrative problems as disincentives. 



Exper i -ettcLe of Private Ettiployers with Program A dministration and Assigned 

Y&W^vs 

Tb assess the experience bf private sector spbhsdrs who were active 

during the demonstration, an assessment not possible with the relatively 

short-term wage subsidy variation experiment, a random sample of private 

sectbr sporisbrs that v7ere active in September 1979 was interviewed by 

telephone in May 1980. Several major findings emerged from that survey: 

• On the. whole, private sponsors^ were satisfied with the admini- 
strat ton of the Ent it lement program. They spoke with program 
staff frequently, usually about the performance and progress of 
youths at the worksites, and less often about problems with 
program administration. More bften than not the sponsors found 
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program staff helpful on these matters. Over half the sponsors 
interviewed requested youths to replace those who had departed 
and 80 percent of those reported that they had xeceived re- 
placements. Two-thirds ihdicateii they had requested that youths 
assigned to them ha ve_ some general 6r specific qualif Icatidhs^ 
and over 80 percent of these reported that youths assigned had 
met them. 

• Private sponsors were generally satisfied with the youths 
assigned to them. Over 80 percent reported the youths' work 
habits to be average or betl:er^_ and over 80 percent found 
youths' attitudes and willingness to work to be average or 
be±t_et._ Three-f_ourths found that the youths' performance 
improved over timei Two-thirds indicated that supervising 
the youths did not take more effort than they had originally 
anticipated, 

• The private employers experienced a fair amount of turnover 
among the youths assigned to them. While typically sponsoring 
only one or two ydutha at a time, on average private employers 
sponsored s^en youtha.^ On the basis of the youths that had 
stayed longest with them, nearly one-third of the employers had 
no y^outh who lasted more than six tnbhths, but another one- 
quarter had at least one youth who stayed nore than a year. 

• One-fifth of the employers reported that they had hired Enti- 
tlement enrbllees on their own payrolls after sponsoring them 
at a subsidy. 

• To assess work sponsar satisfaction with individual youths ^ 
employers we re_ asked , to report the tenure and departures for 
the youths that had been most recently assigned to them Jup to 
six youths could be listed). Of the most recently assigned 
youths, nearly two-thirds were still, working f or their employer 
at the time of the interview. _ E^lbyers- indicated that of the 
youths who had depaTtLed,- they had been satisfied with the 
performance of 63 percent, had a neutral opinion of about 20 
percent, and had been dissatisfied with 17 percent. The last 
group represent 5 percent of the youths who had left on their 
own, and 12 percent whom the e^.piby;er h^d "fired" (reques ted 
that prime spbrisbr staff reassign' the youths elsewhere) i 

• During the period September 1979 thMugh May 1980, 87 percent 
bf the businesses _ continued to sppnsor youths or were tempo- 
rarily wlthouta youth at the time they were interviewed. Only 
13 percent reported they had chosen to cease jsarticipatibn. On 
an annualized basis, this would indicate a 17 percent "quit 
rate" for private sector spbhsors. 

• Regression analysis indicates that the only factors which made 
a statistically significant contribution to an employer's 
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willinghess to remain active as a spdhsor were factbirK related 
to their degree of sat Isfact Ion with the ybiithB assigned to 
thero. There Is also some Indication that prime sponsors 
recruiting a very large share of their work fipdrisors froni the 
private j£LCt.cir were. more likely . tjoi .experience .lowe.r private 
sponsor retent ion rates i Other factors, connected with program 
tmpiementation strategies, did not significantly affect sponsor 
retent loni These inciuded whether a bus iness intermediary 
group handled job development and liaison, arid whether work 
sponsors found program staff to be helpful or not. 

t^L lity a nd Displacement 



There was a widely held opinion among Entitlement prime sponsors 
that the private? sector cbmporieht was valuable Tor two principal reas bhs. 
First, the expanded pool of potential sponsors that included private 



busihenses made it easier to assure guaranteed jobs to enroiiees* 



Second, prime sponsors perceived that tiie quality of Jobs in tine private 
sector was greater than in public and ndnprdfit sectors. With respect to 
the latter perception^ the analysis of worksite quality and the dual 



congressional prohibitions against "make-work" jobs and displacement 

indicate a somewhat more complex picture* 

it From the field reports on a random sample of worksites in all 
three sectors » upon which MDRC has reported prevlduslyj there 
are few measures of qualitiy which distinguish private sector 
sponsors from all others. There were lower youth-tb-supervlsdr 
ratios in the private slectbr. Private sponsors were somewhat 
less likely to value the work which yQuths performed for them, 
while youtha aasigned to the private sector were more likely to 
think the assignment would help them get a job in the future. 
On other characteristics and on twd dvcrall Indices df quality, 
hdwever, there were ho slgriif leant differences between private 
scctbr and other work spbnsbrs. For all wbrksites evaluatedi 
regardless; of secttir, 87 j?erceht were assessed to be adequate 
or better and 13 percent were fpund Inadequate. 

• Concurrent analyses of displacement and work quality in a 
sample of private sector worksites indicate that the higher the 
overall quality rating for a wdrksite, the greater tlie likeli- 
hddd that some bt her worker had been displaced, from job as a 
result. Compared with worksites that were judged "Inadequate," 




worksites that were rated ''out $t arid ih);;" displayed, 2Z percent 
greater d i sp lacemerit . The mos t pronoanced difference in 
displacement appears to have been between inadeqiiate worksites 
and those rated adequate. there is a trade-off, siicii tliat thr 
less a workHite is constituted "iriake-work , " the greater the 
ch ance that sbnieone h ais been d i sp 1 aced , Th e liio re t h hi eni— 
pldyefs need the work done, the greater ttie likelihood that 
they wou I d have h i red an unsubsidi Tied worke r to pe r f orm 
that work. 

The policy rationale prohibiting "make-work" is clear, particularly 
where a program's purpose is to develop an exemplary work experience for 
voutlis, one intended to foster good work habits. Tlie issue of displace- 
ment and its irtpncts, on the other hnnd, nppears to encompnss several 
implicit policy judgments, some of which may compete with each oilier. If 
a work sponst^r dispiaces another disadvantaged youtli by hiring n subsi- 
dized onrollee, there mny be little net result except n subsidy to the 
employer. If a non-d i sad vant aged youth is displaced, but has more 
alternatives availnble than the d i snd vant aged enrollee, policymakers 
might attach a different value to this red i st r ibut i ve effect. If the 
employer thnt benefits from a displhcemerit subsidy is n young firm, 
seeking to establish itself in n declining neigjiborhood, policymakers 
c<>uld regard tlie Huhsidy as having different value tisan a subsidy to an 
establisjied firm in a more stable neighborhood. 

Wliile tlie nvailnble data do not indicate which of these displacement 
impncts wns nu)et prominent for private se'ctor work sponsors in Kntitle- 
meiir althoujOjIi there is good reason to believe that all were present to 
some extent ^- tlu- congressional prohibition against displacement 

does not nddress the iiffefential impacts nor assi'^h relative priori- 
ties for avoiding cert .1 ones more than others. Clearly, liowever, if 
there* is a strong emphasis on avoiding "make-work," part of the price of 
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involving the private sector is some degree of displacement; 

Findings from surveys with private employers atid from interviews 
with prtine isponsdr staffs indicat^ ^that the ability to access the private 
sector was a valuable feature of^N^he Entitlement demonstration. It 
greatly eased the ability of some prim^ sponsors to satisfy the require- 
inent that they guarantee jobs to eligi^e youths, x^.nd thus probably 
raised the quality of other worksites by Sreducihg the need for prime 

sponsors to ask them to overload themselves wicji too many youths. Youths 

_ . _ . _ .. .. _ . . \_ 

working with private sponsors seemed to value \the experience somewhat 

_ . 1. . .\ 

more highly than the youths who were assigned to\ public and nonprofit 
employers, and matly of them were subsequently pickeci up on the private 
employers' payrolls. Recruiting and serving private sec'^tor work sponsors 

took more staff time, however, and did not result in drai^tically higher 
_ .... _ __ _ _ . . _ _ \ _ 

quality worksites. Where quality was greater at private\ sector work- 
sites, so was displacement. \ 

Thus^ the benefits of the private sector component inl Entitlement 
were substantial, if somewhat offset by countervailing costs. The 
relatively low participation rate of firms, even at a full wage subsidy, 

. - ■ - _- - - . 

3nd the notably lower participation^ where firms had to assume part of 
the wage cost, may additionally raise some questions abcjat business 
community responsiveness to employing disadvantaged youths at costs below 

i 

the minimum wage. j 
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Chapter * 
IMTRObUCTION 

Cbhgressldhal enactment of the Youth Emplbymeht and Demonstration 
Projects Act (YEDPA5 in August 1977 marked the beginning a major 
national effort to test' several approaches to attack the severe problems 
of youth employment and educational attainment. One of the largest 
programs under the act was the Youth Incentive Entitlement Pilot Pro- 
jects* or the Entitlement demonstration. The development^ oversight^ and 
research of the demonstration were directed by the Manpower Bemonstration 
Research ebfpbratibn (^ffiRC) under the overall supervision and policy 
direction of the U.S. Department of Labor. 

The demonstration was established in ah attempt to determine if a 
guaranteed minimunFwage work experience, combined with a school require- 
ment, would enhance the future education, empioyabiiity and earnings of 
disadvantaged youths. Work was provided on a year-round basis (full-tiilne 
in the summer^ part-time during the school year) to all 16-19 year-did 
low^income youths in specific geographic areas on the condition that 
these youths remain in, or return to, school and that they make satis- 
factory progress toward a high school diploma or its equivalent. 

The Entitlement demonstration operated from March 1978 through 
August 1980 as the responsibility of 17 local and state gbvenSent prime 
sponsors, established under the Comprehensive Employment and Training Act 
(CETA) of 1973. Nearly 76,000 youths were enrolled and asssigned to jobs 
during this period in target areas that encompassed all or part of the 
prime sponsor jurisdictions, as summarized in Table 1. Seven bf the 
projects, called Tier I sites, were authorized to serve large numbers 



Table 1 



DESCRIPTIONzbF: ENTITLEMENT AREAS AND CUMUIATIVE NUMBER QP ASSIGNED YOuS 
IN THE YOUTH ENTITLEMENT DEMONSTRATION THROUGH AUGUST 1980, BY SITE 



Deiaenstration Site 



Tier I 
Baltinibre 



Boston 

Cihciririatti 

Denver 

Detroit 

King-Shbhbmish 



Entit lement Aro ar 



Mississippi 



TOt^ 



Tier II 

Alachua County 

Albuquerque 

Berkeley 

baytbh 

Hillsborough 
Monterey 



New York 
Philadelphia 
Steuben County 




Total Demonstratibh 



Pour complete high school districts 
and part of a fifth 

?9^?_sehooi districts; parts of 
seven others 

Entire city 

Entire city 

Five school districts 

King and Snohomish counties includ- 
ing the city of Seattle 

countii&s located in 
a belt across the state 



Two school districts encompassing 
urban and rural areas in Florida 

One school district 

Entire city 

"OHS^ensus tract 

Entire city of Nashua, New Hampshire 

One school aistrict is in a pre- 
dbminantly rural area of California 

Part bf one school district in 
Brooklyn 



One census tract in North Phila- 
delphia 

^fY®D_ school diitricts in rural 
Steuben County, New York 

Entire city 



Cumulative 
Number of Youth 
Assigned^ 



16,890 

9.780 
5 , 160 
3,480 
12,260 

6,580 

12,960 
67,110 



480 
1,560 
1,250 
340 
330 

620 

1,520 

680 

35b 
1,700 
^,830 



75,940 



SOURCE: original Entitlement proposal^ and -tabulate of Monthly Performance 
Report data from the Entitlement Information System. 

.vn^ i.'r^'^ shc^sth^ original^ Entitlement a^^^ which were somewhat 
expanded in late 1979 in Detroit, B^^ and seven Tier II sites. Cumulative 

numbers of youths assigned include youths in the original and expansion areas. 

^An assigned youth is a youth who has been paid wages on the Entitlement 
payroll. Nurhbers have been rounded to the nearest ten. 



of youths by entitling ail eligible youths in ah Entire central city 
(Cincinnati, Denver, Washington's King and Sriohdmish Counties, includ- 
ing Seattle), partial city poverty neighborhoods (Baltimore, Boston, 
Detroit), and a l9-ccunty area in southern Mississippi. Ten smaller 
projects, called Tier 11 sites, entitled all eligible youths In smaller 
cities, rural or semi-rural counties^ or schbol-district-sized areas. ^ 
Demonstration prime sponsors faced two primary and complementary 
tasks. They first had to inform eligible youths in the demonstration 
target areas of their entitlement to participate in the program iSd 
then be prepared to enroll those' who, wanted to take part. Second, to 
make good on the entitlement offer, they had to locate and recruit 
employers to serve as work sponsors for the participants. The Entitle- 
ment legislation (Title II, subpart 1 of YEDPA) facilitated this job 
development mandate by authorizing the prime sponsors to recruit poten- 
tial work sponsors from all sectors of their local economies, including 
the private-for-prof it business sector. 

Entitlement was thus the first major opportunity for manpower 
operators to elicit the participation of private businesses in a youth 
employment program. While there had been some on-the-job training 
arrangements previously with limited results, as discussed in Chapter 
2 — very little liaison had been established with the private sector in"^ 
youth programs. There were scattered small-scale efforts to involve the 



17_prime sponsors were authorized to continue operations in 
fiscal year 1981, following the conclusion of the demonstration, on a 
fixed-slot (non-entitlement) basis ^ at a level proportionate to their 
enrollment during the^^^^onstration period. 
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private sector — Including educational cooperative work-study, the 
traditional vocat^-^nal education programs, and work sampling projects 
such as the Vocational Exploration Program — but wage-paying work 
expe riehce was almbs t completely confined to public and hbhprbf it 
agencies. Entitlement's potential scale, and Its provision for subsi- 
dizing up to 100 percent of the participants' wages marked a major 
departure from these relatively small ventures and from the traditior*al 
pattern of providing work experience* 

The large-scale efforts by several of the demonstration prime 
sponsors to work with private businesses, therefore, offer the oppor- 
tunity to explore not only the role of the private sector in Entitlement, 
but also to examine the lessons which the demonstration may provide to 
other employment and training initiatives for youths During the pa^;t 
few years, there has been a growing interest among policymakers in 
expanding private sector involvement with employment and training pro-- 
grains i as evidenced by the 1978 amendments to CETA, which created the 
Private Sector Initiatives Program; in hearings and reports of the Vice 
President's Task Force on Youth Employment; through the ongoing Work- 
Education Councils sponsored by the National Institute for Work and 
Learning; and as seen in several smaller demonstrations under YEDPA 
sponsored by organizations such as the Corporation for Public/ Private 
Ventures and Ybuthwork, Incorporated. (See Wirtz, et al., 1975; 



Other research being cbiiducCed bti the Ehtitlemeht* program includes: 
the evaluatian bf participatibn rates bf eligiblei ybuths ^ and pil^bgram 
impacts _ on_ educat ion and employment; assejssment of prbgram implementa- 
tion; and the quality of work experience provided to youths • These are 
listed at the end of this report. 



Corporation for Public/Private Ventures ^ 1980; Vice President's Task 
Force on Ycuth Eiaploytnent , 1980.) The experiences of prime sponsors and 
participating businesises with Entitlement jobs add to the knowledge in 
this area and may therefore be of some wider policy interest. 

the Progr am Mo de l and Cond itions Affecting 
Pri v a te S ec tor Work Sponsors 

The YEDPA legislation and subsequent program regulations set forth 
several conditions on the jobs developed for Entitlement participants. 
Work experience positions were not to be "make-wbrfc^" but were to provide 
youths with "opportunities to learn and earn that will lead to meaningful 
employment opportunities after they have completed the program." Work 
experience positions should lead to a net creation of new job opportuni- 
ties and not result in the displacement of work o^^jj^j^l^niti for others. 
Entitlement participants should be assigned to positions which permit 
them to work an average of no less than 10 and no more 20 hours per week 
during the school year, and from 30 to 40 hours per week in the summer. 
Youths were to be paid at the minimum wage^ except that prime sponsors 
could seek authorization to create positions at prevailing wage rates. 
Wages for youths assigned to private businesses could be subsidized at up 
to 100 percent. 

During the period of competition for Entitlement grants, in which 
over 150 CETA prime sponsors applied^ all of the 34 sponsors selected for 
the final round of cbwpetitibn were required to suteit enough Job slot 
commitments from potential work sponsors to ensure a work experience for 
all of the eligible youths that the prime sponsor expected would partici- 
pate. Guidelines for the final applications specified that if a prime 

EKLC 



spbhsbr offered private businesses a fail wage subsidy for sponsoring 
youths, the prime sponsor must also submit a plan for subseqiieritiy 
reducing the level of the private sector subsidy over time. Under the 
tight time pressures of the final application round (the last two months 
of 19775, all prime sponsor: , but one, that approached businesses made an 
initial offer of iOG percent subsidy. The exception was the state of 
Mississippi, which decided to subsidize 75 percent of the minimum wage in 
its 19-cdunty Erititlemeht area.^ 

To ensure the ability to measure prbgrem costs and program partici- 
pation rates in the impact evaluation and to provide for greater fiscal 
control and simplified payroll procedures, program regulations specified 
that all participant wages be paid from a central payroll^ bpierated under 
the direction of the Eiititlemeht prime sponsors. Thus, potential work 
sponsors wbuld nbt be required to put participants on their own payroll, 
tb withhold taxes, or to include participants in their regular fringe 
benefit packages. 

Participating youths were entitled tb wbrk experience as long as 
they maintained prbgram eligibility; that is, until they turned 20 years 
bid, moved from the program target area, crossed the family poverty 
income line, completed high school or earned an equivalency degree. 
Conditions of continuing eligibility alsb included satisfactory progress 
toward a high school br General Equivalency (GED) diploma, adherence to 



Four of the 17 sponsors finally selected to operate an Eht itlemeht 
program initially proposed to assign less than 5 percent of their en- 
rollees in the private sector. The rest proposed private sector slot 
levels ranging from 10 to 80 petcent. (Ball, et al., 1979: 103) i 
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inihimuin school attendinci and perfdmahce standards set by prime spon- 
sors ^ arid satisfactory perfbrinarice at the wo^k experience positions. 
Work sponsors would hot have the auth5?ity to terminate a youth's en- 
titlement, but could request thit youths be transferred f^om their 
employment. Prime sponsors retained the authority to terminate youths 
from the prog^ai for unsatisfactory behavior it the worksite. Where 
youths were to be assigned to a union shop, the prime sponsor „as Re- 
quired to consult with the union to ensure that participant jobs were 
struc ed so as not to duplicate job positions of the regular work 
force. 

From the vantage point of private businesses in the 17 communities, 
demonstration job developers appeared to have had a relatively attractive 
bar-jain to offer. Subsidized at the full minimum wage cost, -a youth 
working 10-20 hours per week in the school year arid 30-46 hours a week in 
the sunSei- would have brought more than $2,500 iri subsidized wages to a 
private employer at the 1980 iinimum wage. The business had tb be 
prepared, in turn, to offer a "meaningful" work experience to economi- 
■ cally disadvantaged youths, one which would not displace others, and to 
structure the jobs for part-time work from September through May and for 
full-time work in the summer. The business, however ^ would incuR rio 
participarit wage costs and have relatively little paperwork; thi fira had 
only to record youths' time and attendance. Prograi itaff were available 
to pick up time and attendance records and io discuss problems at the 
worksite. 

The agreement to sponsor youths was not without some iJotentiai 
difficulties, however. if the firm later agreed to a partial subsidy. 
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it wouid have to reimburse the pritne sponsor for its share of the wages 
paid from the Entitlement payroll. Furthermore^ supervising high school 
youths^ many with no prior work experience, could be a challenge, and the 
employers would have to assume the cost of supervision. Even at full 
subsidy; employers were not provided with entirely "free" labor. 

Organization and Data Sources of the Report 

How prime sponsors recruited private businesses, the response of 



businesses to the offer of subsidized jobs«, and the experiences of 
private employers and participants are the subjects^ of this report. 
Taken tpgether^ ah assessment of all three may offer some indications 
about the utility of subsidizing a private sector cortribution to 
youth employment strategy. The report addresses several major questions: 

• Prime Sponsor Recruitment Efforts 

What strategies did* prime sponsors develop to recruit private 
employers as work sponsors? lo what extent did they request 
the cooperation of business intermediary groups, and what roles 
did those groups play?. 



m Types of Firms Participating and Jobs Provided 

How tnaiiy busineaaes participated as work sponsors? What kinds 
of businesses? What kinds of jobs did they l)rbvide to Entitle- 
ment participants? 

• Rates of Business Participation and Sensitivity to Subsidy 
tevei 

What proportion of businesses approached agreed to participate? 
To what extent did the level of wage subsidy contribute to the 
decision whether to participate? What reasons did businesses 
give for their dec Islbh. to part Iclpate, or to decllxie partici- 
pation? To what extent did firms indicate that their reluc- 
tance i:o participate was influenced by concern about red-tape 
and bureaucratic tangles with local governments? 
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• Patterns of Business Participation and Levels of Satisfaction 

How many youths did the average firm sponsor? How stable was 
youth tfiiiure with private sector sponsors? Hew satisfied were 
businesses with the experience of work spdhsbrship? Did any 
subsequently hire participants on their own payrolls^ without a 
wage Subsidy? What were the retention and the_ "quit" rates of 
private sector work sponsors, and what fact brs influenced 
their decision to remain active or to cease participation? 

• Quality of Work Experiences Provided and Relationship to 
Displacement 

Did private sector work sponsors provide distinctively better 
work experience than public and nonprofit agencies and was 
there less tendency to provide "make--wbrk" jblis? To the extent 
that jobs were not "makerwork,^" was there any countervailing 
tendency tb displace other workers by sponsoring Entitlement 
participants? 

• Value of the Private Sector for a Youth Job Guarantee 

in what ways did the opportunity to recruit businesses cbntri- 
butp to the ability bf prime spbnsors to provide guaranteed 
employment for participants? 

The study addresses these issues with data from four principal 
sburces^ each of which is the major source for one of the four chapters 
in the report. Information on priine spbnsbr expectations about private 
sector participation and bn their strategies for recruiting and serving 
business work sponsors is drawn primarily from field interviewing that 
was conducted throughout the course of the demonstration by TORC research 
associates and^- program field mbriitcrSi as well as cbnsultants to MDRCi 
These individuals repbrted periodically upon job development , job assign- 
ment ^ and work sponsor liaison activities at each of the 17 demonstration 
sites. Their fieic reports form the basis for discussion of jbb develop- 
ment in two previously published reports on program implementation (Ball, 
et al., 1979; Diaz, et al., 1980), which in turn are summarized in 
Chapter 2 of this report. 



-9- 

EKLC 



Estlmatloh of the response of private businesses to different levels 
of wage subsidies, the subject of the thlrd^ chapter, is based upon 
findings from a wage subsidy variation experiment* The experiment, iii 
which program job developers approached private: employers who were 
systematically chosen to be offered one of three wage subsidy levels 
(106, 75, and 56 percent of the youths' hourly minimrim wage), was con- 
ducted at Che Baitiinore and Detroit sites during the first half of 1980* 
Telephone interviews with a random sample of 311 of these businesses were 
conducted in August 1980. 

Chapter 4 of the report discusses the experiences of private em- 
ployers who had sponsored youths during the final school-year of the 
demonstration, 1979-1980. A random sample of 513 employers at the 12 
sites that had recruited appreciable number£} of private sector sponsors 
was interviewed by telephone during the spring of 1980. information 
about the quality of the work experiience in the private sector, and about 
the relatidhship between levels of displacement and worksite quality^ 
discussed in the final chapter, is based upon field visits with a random 
sample of private sector sponsors conducted by MDRC field monitors and 
consultants during the summer aiid fall of 1979* A much more detailed 
analysis of worksite quality has been reported in an earlier volume in 
the MDRC series on program implementation (Ball, et al«, 1980). 
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Chapter 2 

fRim SPONSOR STRATEGIES IN RECRUiTING PRIVATE EMPLOYERS 

In developing work experience opportunities foi yStiths, CETA prime 
sponsors in the 1970s usually had an established base of public and 
nonprofit agencies that they approached every year for the Summir Youth 
Employment program and other projects they operated during the school 
year. These agencies also became the mainstay for the Entitlement 
program. Job development, for most Entitlement prime sponsors, was 
not a matter of starting cold, but of contacting local agencies abopt 
the Entitlement project, describing it as similar to the summer youth 
program, only on a year-round basis, and asking how many youths the 
agencies could reasonably sponsor while providing a suitable work ex- 
perlehce. 

Thirteen of the 17 Entitlement sponsors, in their final applications 
submitted in 1977, solicited over half of their job slots from the 
traditional pool of public and nonprofit sponsors (Ball, et al. , 1979: 
103). In fact, their ability to develop sufficient commitments to ieet 
their expected enrollment, especially during the short final application 

period, was dependent upon their previous working relationships with 
those agencies. High-level support, in the form of a directive from the 

mayor's office to public agency heads, greatly facilitated the process at 

several sites. 

Approaching private businesses, however, meant breaS-. ; new ground 
for many of the Entitlement sponsors. While the CETA legislation had 
previously authorized on-the-job training arrangements in the private 
sector,. few prime sponsors had tapped private businesses to any signifi- 



cant degree. On a nation-wide basis, in fiscal years 1975-77, CETA prime 
spbhsbrs had aissigned fewer than 9 percent of ail their enrollees, and 
spent less than 10 percent of their training fund is in OJT contracts.^ 
Furthermore, the last najor effort to enlist the cbbperatioh of the 
private sector had preceded CETA — - the Job Opportunities in the Business 
Sectbr (JOBS) program, established during the final year of the Johnson 
administration. Launched with characteristic Great Society enthusiasm by 
the White House and the newly formed National Alli:.nce of Business 
(NAB), the program aimed to develop thousands of on-the-job training 
pbsitibhs for economically disadvantaged adults. While large numbers 
were trained^ evaluations of the program found that its scale often 
exceeded the implementation capability of the federal government and 
local NAB affiliates, and complex contracting procedures ^ generating 
large amounts of paperwprk and reporting, had frustrated many partici- 
pating businesses. (Set, for example, Kobrak, 1973.) 

Thusi with relatively little prior contact in the private sector, 
and with apprehension among senior manpower brbf essibnals who remetnbered 
the pre-CETA experience. Entitlement sponsors approached the private 
sectbr with a mixture of enthusiasm and trepidations Some prime sponsors 
did not regard the private sectbr option as particularly useful or 
necessary to meet the job guarantee mandate. All but one of those that 
did plan to develop private emi)16yer commitments felt it necessary to 
offer the maximum authorized full 100 percent wage subsidy. Furthermore, 



Source: CETA Quarterly Progress Reports, Employment and Training 
Administration, U.S. Department of Labor. 
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• Entitlement sponsors were generally slow to follow ap with the required 
subsidy reduction plans for fear that businesses, having originally been 
offered the 100 percent subsidy, would be unwilling to lower the subsidy. 
Consequently, mRC and the Department of Labor in 1978 issued a mandated 
plan wliich all Entitlement sponsors would have to follow unless they 
subtnitted ati acceptable alternative. The rationale for this requirement 
was primarily that, while the Entitlement legislation permitted as much 
as IDS percent subsidy, previous OJT programs had generally imposed a 
ceiling of a 50 percent subsidy, which was meant to offset the lost 
productivity that an employer would incur while training an enrollee. 

The basic plan required that any private sector «iponsor whb| on or 
after January 1979, had sponsored any youth for 12 months would be asked 
to assume 50 percent of the youth's wage cost. If not, the youth would 
be reassigned to another sponsor and the employer would lose the job slot 
for any future assignment of Entitlement youths.^ Entitlement spon- 
sors, with varying degrees of diligence and accuracy in their job assign- 
ment records, began active enforcement of the subsidy reduction require- 
ment in late 1979 and early 1980. 

It should be reiterated that, although most Entitlement staffs 
envisioned the recruitment of private employers to be a new and potenti- 
ally difficult business, expecting little private sector enthusiasm for 
involvement with a government program^ the bargain which they had to sell 



^ As di^icuisuied in_ Chapter 1 , f;he Mississippi program agreed to offer 
75 percent wage subsidy from the outset. The subsidy reduction arrange- 
''hich the other Entitlement sponsors began to operate in 1979 
are listed in Appendix B. 
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to finns was probably the most attractive that could be offered. There 
was a full wage subsidy at the outset and a prime^sponsor managed pay- 
roll. In the anticipation that private businesses might stiii be reluc- 
tant to come forward in large numbers, however^ thoise primes sponsors 
which chose to approach the private sector took special care to develop a 
private business recruitment strategy. 

Various strategies were used. In Detroit, letters were sent to 
private businesses over the mayor's signature, inviting their partnership 
in the Entitlement endeavor. In Denver, the local affiliate of the 
National Alliance of Business was contracted to approach employers, 
develop job openings^ arid screen youths for assignment to private firms. 
The Cincinnati prime sponsor, although not placing as strong a priority 
on private sector involvement, subcontracted with the Chamber of Commerce 
to handle private sector job development arid youth referrals. The 
Hillsborough Cburity^ New Hampshire prime sponsor made a similar arrange- 
ment with its Chamber of Commerce and received Department of Labor 
authorization to develop job openings in higher than minimum wage posi- 
tions, with an emphasis on the expanding manuf acturirig sector iri southern 
New Hampshire. In Philadielphiai a local business^-labor organization 
approached local businesses, including a fairly large share of small 
manufacturing firms. 

Other Entitlement sponsors also made a strong iriitial recruiting 
effort in the private sector^ but chose to do so directly, without the 
assistance of a business intermediary group. Monterey County, California 
approached small retail and service establishments in the Entitlement 
area towns of Gonzales and Soledad and the nearby city of Salinas. The 
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Baitimore prime sponsor consulted with a local CETA-busiriess advisory 
group to obtain listings of firms, then established a special private 
sector job development and liaison group within its Entitlement and youth 
programs division. 

The results of the initial job development efforts to recruit 
private sector and public or nonprofit sponsors are summarized in Table 
2. During the starting months through August 1978, eight of the prime 
sponsors recruited more private businesses than public and nonprofit 
agencies, although in terms of all sponsors recruited, nearly two-thirds 
were in the government and nonprofit sectors. 

As the demonstration developed during the first and second full 
school years, 1978-79 and 1979-80, the programs with a strong initial 
priority on the private sector continued to recruit more than half of 
their work sponsors from the private sector. Other prime sponsors began 

to place greater emphasis on recruiting private businesses later in the 

-- - - - \ 

demonstration period. Program staffs from tKe several program agents 
in King and Snohomish counties, for example, hSd not initially seen 
any great necessity to expand job development efforts beyond the well- 
established arrangements with public and nonprofit agencies. As the 
demonstration aged, however, not" only did program staffs find that there 
was enough program stability to launch a private sector recruiting 
effort, but also that th^ pool of available public and nonprofit agencies 
was diminishing. During ^|ie final school year, 1979-80, Klng-Snohomish 
staffs recruited more new pri'^yate businesses than sponsors from the other 



sectors . 



This delayed private sector recruitment was even more pronounced in 
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Table 2 



Site 

Tier i 
Baltimore 
Bostbii 
Cincinnati 
Denver 
Detroit 
King-Snohomish 
Mississippi 

^jTotal Tier I 

Tier II 
Alachua County 
Albuquerque 
ele 
on 

Hillsborough 
Monterey 
New York 
Philadelphia: 
Steien County 
Syracuse 

Total Tier II 



DISTRIBUTION OF ^SPONSORS BECOHING ACTIVE FOR THE FIRST TIME , 
DDRING SEEECTED TiHE PERIODS, 
BY SECTOR OF WORK SPONSOR AND SITE 



February 1978 - August 1978 



Pr ivate Sector I Oth e r S e ct ors 



Total uetiibhstratioh 



186 



314 
217 

;1? 
100 

1,152 



18 

0 
7 
1 

35 
?4 
59 
57 

:0 
78 

329 



1,481 



183 
366 
375 
251 
222 
434 
446 

2,272 



12 

16 
84 

9' 

II 
26 
30 

4 

94 
320 



Private Sector 



266 
264 
117* 
177 
383 
156 
694 

2,057 



2,592 



3 
3 

32 
27 
102 
28 

0 

22 
218 



2,275 



gust 1979 
Other Sectors 



98 
224 
149 

84 
179 
184 

99 

1,017 



5 

9' 

38 
7 
> 

12 

n 

5 

20 
154 



1,171 



:SepteiiJ3er 1979:-:Auciust 1980 



Private Sector Other Sectors 



SOORCE: Monthly Performance Report data froi the Entitlement Information System. 



251 
239 
75 
24 
509 
356 
335 

1,789 



:7 
27 
IB 
.1 
44 

lie 

.62 
112 

0 

27" 
414 



2,203 



111 
110 
54 
:15 
283 
97 
74 



744 



10 
32 
34 
14 
11 

:55 
109 
52 

13 
16 

346 



1,090 



Total Through Aiiqiist 1980- 



Rr-i vat e S e ctor Oth er Sectors 



703 
691 

260 
515 
1,169 
: 531 
1,129 

4,998 



26 

27 
28' 
5 

111 
217 
223 
197 
::0 
127 

961 



5,959 



392 

7i)b 
573 
350 
684 
715 
619 

1,033 



27 

:57 
156 
3D 
40 
:93 
179 
86 
22 
130 



820 



4,853 



; NOTES; : "Active For the First Tile"' refers to the first ronth during which a youth was assigned to a work sponsor and was paid. Not all sites 
Begaii assigning ydiith by February 1978. ■ 
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the 19-cburity Mississippi EScitiement area. The program began in the 
summer of 1978, and by late in the year, a large number of ybtith eS?8iiees 
did n6t have job assignments. The local job developers indicated, and 
program monitoring generally verified, that the relatively small public 
sector in many of the more rural counties had reached capacity in the 
numbers of youths they could employ. The private sector was Ehe only 
target of opportunity available, and as Table 2 indicates, in the 1978-79 
and 1979-80 school years, Mississippi Job developers recruited seven 
times as many private businesses as new public agencies. 

Prime sponsor staffs utilized several rules of thumb in identifying 
arid appr5achtng_ private businesses. It was imp6rtint to locate busi- 
nesses which were fairly accessible to enroiiees, who were eligible 
to work 10-20 hours per^week after school during the academic year. 
One problem that some prime sponsors encountered (Baltimore and Denver, 
particularly) was that initial solicitations produced inte^isted employ- 
ers outside the central city, whose distance frbm the Entitlement area, 
did not allow youths adequate Working time to meet the 10-hOur weekly 
minimum guarantee after school. The Monterey program staff, who wantid 
to develop jobs in Salinas, 15 miles frOm the Entitlement area, Arranged 
a bus service after school and into the early evening. Generally speak- 
ing, however. Entitlement prime sponsors sought to develop jobs close to 
enrol lees' homes and schools, and small businesses in the Entitlement 
neighborhoods proved to be a useful resource. 

Entitlement job developers stayed away from some businesses as 
inappropriate workplace for youths, excluding bars, liquor Stores, 
massage parlors, adult book stores and the like. In addition, during the 
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early months, job developers found Chat certain kinds of firms seemed 
particaiariy difficoit to recruit; barge maitafactaring firms — for 
reasons that included the multiple bureaucratic clearances necessary 
to reach a worksite agreement^ employer concern about upsetting the 
unions, child labor laws prohibiting certain kinds of work, difficulty in 
scheduling part-time jobs for youths, or geographic inaccessibility — 
were judged by many primie sponsors to take more staff time to develop 
than seemed affordable, given the large numbers of youths for whom jobs 
had to be found* It was not an insurmountable problem to develop. some 
manufacturing jobs, however, particularly in smaller firms. Both the 
Hillsborough and Philadelphia programs in Tier II demonstrated this. 

ThuSi for reasons of neighborhood accessibility^ sheer numbers of 
available employers, and lack of bureaucratic clearance, job developers 
generally found it more fruitful to recruit relatively small businesses 
arid service establishments. Two surveys of random samples of private 
employers those active in the demonstration in the 1979-80 school 

year, and those contacted for the wage subsidy variation experiment (see 
Chapters 3 and 4) — revealed fairly consistently that about AG percent 
of the businesses approached or recruited had fewer than five full-time 
employees (counting two part-time employees as one full-time equivalent) ^ 
and two-thirds had fewer than ten full-time workers. 

Businesses that served as work sponsors typically took only one or 
two youths at a time , reflect ing their small size . This compares with 
public and nonprofit agency work sponsors that more typically took twice 
as many youths. Half the private sector work sponsors in July 1979, for 
example, had only one youth assigned, while half the public and nonprofit 
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agencies had two youths. Reflecting the weight of those sponsors Who 
employed larger numbers, the average jplrivate sponsor had two youths, 
whereas the average nonprofit or public agency had three to five youths. 
(Diazi et al., 1980: 126.) 

Table 3 displays the cumulative number of for-profit employees 
recruited by Entitlement prime sponsors and the proportion of enrollee 
job hours worked in the private sector^ Some 55 percent of all work 
sponsors were from the for-profit sector, but since they typically 
accepted fewer youths, they accounted for only one-fifth of all youth job 
hours during the demonstration period. 

The industrial distribution of the private sector sponsors recruited 
during the demonstration is given in Table 4. The retail trade and 
services emphasis of prime sponsor recruitment is clear, with nearly half 
of ail the private work sponsors in retail businesses and over one-fourth 
in the category of service establishments i The occupational distribution 
of youth job hours in the private sector reflects the industries to which 
youths were assigned and the relatively low-skill jobs which employers 
assigned them. Two-thirds of the private sector job hours were in 
clerical, food servicci sales and building maintenance-type jobs, as 
shown in Table 5. 

In working with the private sector, many prime sponsors initially 
expressed concern that private sponsors should be accorded some degree of 
special consideration^ for there was a widespread belief that private 
employers were likely to be less tolerant of administrative foul-ups. 
Several programs used intermediary organizations * as they did in recruit- 
ment, to interview and screen youths and make a match with employer 



DISTRIBUTieN OF PRIVATE SECTOR WORK SPbNSe!;S . 
AND HOURS WORKED IN THE PRIVATE SECTOR, THROUGH AUGUST 1980, 

BY SITE 















Private Sector Work Sponsors 


Private* Sector Hours 




.Cumulative 


Percent 


Cumulative 


Percent 




Private .Sector 


Private Sector 


Private Sector 


Private S\ 






All Soonsors 


Hours^ 


Of Al 1 Hi 


2r I: 










Baltimore 


703 


64.2 


1,530,400 


14.3 


Boston _ 


691 


49,7 


1,521,200 


20.5 


Cincinnati 


260 


31.2 


418,200 


14.0 


Denver* 


515 


59.5 


601,400 


28.0 


Detroit 


1169 


63.1 


2,206,500 


40.0 


vxn^"^ ononoiujL an 


531 


42.6 


249^500 • 


8.4 


lississippi * 


1129 


64.6 


1,097,200 


12.6 


Total Tier i 


4998 


55.3 


7,624,500 


18.8 


------ 










ir II: 










dachua _ County 


26 


49.1 


14,400 


5.6 


r 1 V>t ^ I • ^\ ^ ti ^ 

kxiju'^uerc^ue 


97 


• ± 


/ , UUU 


1.1 


terkeley 


28 


14.9 


21,300 


2,6 


>ayton 


_ 5 


14.3 


2>900 


1.8 


[illsborough 


111 


73.5 


124,000 


63.3 


Ibriterey 


217 


70.0 


180,500 


63.3 


few York 


223 


54.1 


276,700 


35.8 


Philadelphia 


197 


69.6 


186,600 


55.9 


yracuse 


127 


49.4 


187,600 


24.6 


Total Tier II 


961 


54.0 


1,000,900 


22.9 












al Dexik>hstratibh 


5959 


55il 


8,625,400 


• 19.2 



SOURCE: Monthly Performance Report data from Entitlement Information System. 



NOTES: Steuben County had no private-for-prof it activity and is not shown in tab 
ai job hours and sponsors from this site do, however, contribute to the Total Tier 13 
al Demonstration percentages shown. 

^Job hours have been rounded to the nearest hundrisd. 
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Table 4 



PERCE»*TC3«3E biST^ PRIVATE SECTOR WORK SPONSORS 

THRDUGH AUGUST 1980, BY TIER AND INDUSTRY TYPE 



industry Type' 



Agricai tore /Fores try/Fi shing 
Mining/Cons trilctidh 
Manufacturing 

Trahspprtatibn/eoiranonications/ 
Utilities 

Trade 

Wholesale Trade 

Building Materials/Hardware 

General Merchandise 

Food Stores 

Auto Service Stations 

Apparel/Accessories 

Furniture 

Eating Places 

Miscellaneous 

Total Trade 

Fihahce/Insurance/Real Estate 

Services 
liodgings 

Personal 'Services 
Business Services 
AUtbinptive Repair 
Miscellaneous Repair 

'"' ion 



Pictures 
Health Services 
liegal Services 
Educational Services 
Social Services 
Miscellaneous Services 

Total Services 

Unknown 



Tier I 



3.6 
2.9 
9.1 

1.9 

2.3 
1.8 
3.3 
8.6 
5.6 
5.1 
2.4 

io.s 

7.6 
47.1 
5.6 



0.9 
4.6 
4.7 
5.6 
1.6 
1.4 

3.3 
1.7 
0.4 
2.7 
2.1 

29.3 

0.4 



Total 



100.0 



Tier II 



0.6 
2.4 

13.7 

2.6 

1.7 
1.5 
4.1 
6.7 
3.0 
7.9 
3.4 
6.8 
12.7 

47.9 

6.0 



0.7 
2.5 
2.5 
7.0 
2.6 
2.2 

3.8 
1.3 
0.2 
1.3 
2.6 



26.8 



6.1 



100.0 



Total 

Demonstration^ 



3.1 

9.8 

2.6 

2.2 
1.7 
3.5 
8.3 
5;2 
5.5 
2.6 
9.9 
8.4 

47.3 

5.6 

0.9 
4.2 
4.3 
5i9 
i.6 
i.5 

3;4 
1.7 
0.4 
2.7 
2.2 

28.9 

0.4 



100.0 
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SOURCE: Monthly Progress Report data froto the Entitlement Information System. 
NOTES: Piercents may hot sum to 100 due to rounding; 

^Industrial catigSiies are based on the divisional gf5i^±iigi 6~f 
the .Standard Industrial Classification Manual iSiC) published by the 
Executive Office of the President, Office of tfanagement and Budget, in 1972 



Table 5 



PERCENTAGE DISTRIBUTION OF HOURS WORKED IN THE PRIVATE 

THROUGH AUGUST 1980, BY TIER MTO OCOIPATIONAI, CATEGORY 



Percentage Distribution By Tier i 



Occupational Categories 


Tier i 


Tier II 


Tbtal 
Demons tration 


Clerical 


33.1 


36.6 


33.5 


Food Service 


14.6 


4.7 


13.5 


Building cbnstriiction, 
maintenance repair 


13.2 


6.7 


12.^1 


Sales 


8.6 


16.6 


9.6 


Auto mechanic, service 
station attendant 


5.2 


6.4 


5.4 


Care of children^ and 
the elderly 


3.4 


1.8 


3.2 


Warehousing, material 
handling 


2.6 


5.6 


2.9 


Medical assistant 


2.8 


2.6 


2.7 


Cdmmuhity workers, 
recreational aides 


2.8 


0.5 


2.5 


Other 


13.6 


18.5 


14.3 


Total 


. 100.0 


100.0 


100.0 



^ SOURCE: Monthly Performance Report data frbin the Entitlement Information 
System. 



. _ NOTES t Occupational categories were derived from groupings-of similar 
jobs as defined by 3-digit codes from the Dictionary of Occt^ational Titles, 
Fourtlx Edition/ published by the U.S. Department of Labor, aiployment 2tnd 
Training Administration, in 1977. 
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needs in the hope that they cbuld clarify communications and smooth the 
ilaisbri with businesses i The King-Snohomish program agents ^ as another 
exaiplei sought to implement a policy of only referring older youths and 
high school seniors to private businesses, or youths who had displayed 
good work habits arid work motivation on public/ nonprofit worksites. The 
Boston program initially attempted to establish an elnbbrate job^atching 
process for enrollees. During the course of program Impleiintation, 
however, the press of numbers at the large programs made it difficult for 
prime sponsors to maintain special job assignment and program liaison 
procedures for private employers. Except perhaps where intermediary 
organizations played a role, prime sponsor usually found they did not 
have the luxury of enough time or staff to treat private businesses much 
differently frba public and nonprofit sponsors. 

Entitlement prime sponsors succeeded in sigriirig up nearly 6, ODD 
businesses, as Table 3 has shown. This is evidence of a large job 
development effort, especially Pince all but one of the Tier 1 projects 
recruited over 500 businesses each. kftei recruiting businesses, an 
intensive program staff liaison operation was necessary to assign youths, 
collect time sheets from employers, consult with employers about problems 
with youths on the worksite, and to process employer requests for youths 
to replace those who had not worked out with the employer. 

The magnitude of private sector activity is especially noteworthy 
since prime sponsors had to develop these work experience opportunities 
de_novo, without the previous working relationships that they had 
established in the other sectors, and without the kind of top-level 
assistance which mayors could provide in lining up public agency co- 
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operation. 

In the larger Tier I connnuhities ^ where thousands of youths agreed 
to the schbol-for-work bargain^ many staffs agreed that the private 
sector option greatly facilitated the delivery on that bargain, given the 
fixed and relatively small capacity of the public arid ribt~fbr-prof it 
sectors. Without the opportunity to develop jobs made possible by the 
private sector aathbrizat ion, many staffs believed that the public and 
nonprofit agencies would have been overloaded with too many enrol lees. 
Other prime sponsors saw a much more positive side to this opportunity, 
believing that work experierice in the private sector might offer youths a 
better chance to get hired after their program assignments. Many 
job developers and senior prime sponsor staffs also believed that private 
businesses were less prone to create "make-work" opportunities than 
public arid ribriprbfit spbrisbrs* 

It should also be noted, however^ that this active participation 
by certain private businesses did not reflect a universal agreement by 
every business contacted to accept the attractive offer of "free" labor. 
Many firms — bbth large and small ^ mariuf acturirig^ retail arid service 
establishments ~ declined to participate. A discussion of how willing 
businesses were to agree to sponsor youths follows in the next chapter. 
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Chapter 3 

THE RESPONSE OF PRIVATE BUSINESSES IN 
THE WAGE SUBSIDY VARIATION EXPERIhffiNT 

The Entitlement program demonstrated clearly that p^ime sponsor 
staffs, with or without the help of businiss intermediaries, could 
effectively recruit private businessei, and that large numbers of firms 
would agree to participate. The demonstration also helped to dispel sbme 
myths about the unwillingness of the private sector to cooperate in a 
government subsidized training program, and gavi prime sponsors experi- 
ence in working with private businesses. That experience probably helped 
many of them to achieve a secondary goal: building bridges to the private 
Sector for future program initiatives. 

There were still questions left open^ however, especially about the 
level of a subsidy to the private sector. The decision of all Entitle- 
ment sponsors but Mississippi to opt for a full wage subsidy did not 
reflect the kind of arrangement that has been typical in employment 
programs, where on-the-job training subsidies do not exceed 5G percent of 
wage costs. Furthermore* a policy-relevant question — the rate of 
business acceptance to a subsidized wage offer — was not addressed 
by the demonstration expedience since prime sponsors were not required to 
keep employer contact records. 

To examine these policy issues, particularly private sector respond 
siveness to different subsidy offers, the Department of Labor authorized 
the establishment of a special wage sUfsidy variation Experiment during 
the last months of the Entitlement demonstration. At that time Several 
Entitlement prime sponsors were allowed to expand their target areas, and 



the Baltimore, Detroit and New York programs agreed to vary systemati- 
cally the level of wage sabsidy that they offered to businesses for 
sponsoring youths in the expansion areas. Employer participation rates 
were measured, and the experiment permits some conclusions, albeit 
carefully qualified^ to be drawn about the sensitivity of businesses to 
different wage subsidy levels. it also provides some indication of the 
non-price considerations that enter into a firm's decision whether to 
accept a work sponsorship role. The findings of the experiment are the 
subject of this chapter. 

The variation was implemented some^j^iat differently at each site. In 
Detroit, program staff were to list all private employers in the expan- 
sion ar€^a until a sufficiently large number had been reached for experi- 
mental purposes. These firms were then randomly allocated to one of two 
lists: those who would be approached by job developers with the offer of 
a fall wage subsidy, ind those who would be contacted in the same manner ^ 
bat offered a 75 percent subsidy. In Baltimore^ job developers ap- 
proached employers dirfectly without previous listing and random assign- 
ment; however^ all employers contacted after December 1979 and located 

ea^t of a major dividing street were offered the full wage subsidyj and 

_■/■■■_ - 

all located west of that street were offered a 50 percent wage subsidy. 
Jbb developers were rotated so that each approached employers on both 
^ides of town. The plan in New York was to offer all employers in one 
^expansion area full subsidy; all those in another area^ a 75 percent 
^/subsidy; and all in a third area, a 50 percent subsidy. Each area was in 
a different borough of the city. This systematically varied job develop- 
ment in each of the Entitlement cities was to be carried out during the 
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first five nbiifchs of 198D; 



Administrative delays and confusion prevented the hew York variation 
from being launched in time for inclusion in the experiment. There were 
also delays i but less extensive ones, in Baltimore and Detroit. Follow- 
ihg the conclusion of the job development effort and after the assignment 
of the youths to those employers who had agreed to participate, an MDRG 
research contractor was to interview a random sample of the firms in each 
city arid at each of the subsidy levels. The implementation delays and 
the lower than expected participation rates, however, led I^RC and the 
research contractor to conclude that the available . sample did hot warrant 
the elaborate planned analysis,^ Ihsteadi MDRC ^taff and consultants 
interviewed random samples of firms in Sal timbre and Detroit by tele- 
phone, using a more modest questionnaire designed to assess participation 
rates and employer reasons for accepting or declining work sponsorship. 

Before discussing the findings and in particular, the participa- 
tion rate findings — it is important to set, forth more fully the condi- 
tions under which the experimental job development proceeded in ^rder 
to provide some context and cautionary qualifications about the geher- 



The original design called for a survey of 1,0(10 private sector 
employers in Detrbiti with the possibility of a similar survey in Balti- 
more, and_ ah ahaiysis of the follbwihg issues: (1) participation rates of 
firms offered different su^ (2) characteristics of the firms 

and their impact^n participation, (3) the nuinber of youths employed by 
participating J^inns, and (4) the willingness of firms to^ohtinue to 
employ Entitlement youths after the subsidy ended. Felder, 198D,_ reports 
on the^ research design, implementat ion of t experimeht, and his recom- 
mendation not to conduct the full ahalysis. The primary factors in his 
recommendation were small sample sizes and the problems of comparability 
of job develbptneht methods ahd placement of youths in participating 
worksites. The extensioh of the program after August 1980, with somewhat 
dif fereht operat ing rules ,_ further complicated matters by making it 
impossible to observe the post-program behavior of participating firms. 
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aiizabiiity of the findings to private sponsors in the Erititlemerit 
demons t rat ibii^ or to private employers in other programmatic circum- 
stances. There are some important differences between experimental 
conditions and job development during the SO-mottth demonstration. 

First, when the experimental job develbptaent was conducted in early 
1980, the end date had not yet been determined for demonstration funding, 
and hence etaployer participation,^ Experiment al job developers in 
Detroit and Baitimore were thus not in a position to offer employers 
assurance of subsidized wages beyond the summer of 1980. In contrast^ at 
the outset of the demons tratibh in early 1978, prime sponsors could 
recruit wprk sponsors for a demonstration that was scheduled to run 
through June of 1979, subsequently extended through August 1980. Employ- 
ers facing the prospect of 18 to 30 months of work sponsorship mighty 
therefore, consider the subsidy offer more attractive than experimental 
firms, which faced a shorter and less certain period of subsidy. This 
factor could lower experimental participation rates. 

A second difference was the relatively short time span for experi- 
mental joiS development, January through May 1980. Employers during 
the earlier period in the demonstration may have eadiibited a "delayed 
response" in agreeing to participate. In support of this^ many employers 
contacted during the experiment indicated they were not interested at 
that time in sponsoring a youth, but might at some later date, when 



Shortly after that time, the Department of Labor concluded that the 
demonstration period would end in August 1980* with some possibility for 
extension of program operation at a reduced scale through early 1^81. 
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circumstances changed for their businesses. Furthenhbre, interviews 
with prime sponsor staffs during the dembhstratioh revealed periodic, if 
not always comprehensive prime sponsor cill-back efforts to businesses, 

'_ 2 1 _ _ ... *\ . . 

with these contacts sometimes picking up firms chat had initially de- 
clined the offer. Both local economic conditions and the diligence of 
these call-back ' efforts atipeared to affect the yield. The different 
length and intensity of active job development in the experiment could 
thus lead to different cumulative employer participation rates. 

On the other hand, delayed response might discourage participation 
choice over a longer time. If the reputation of the Ent;itlement program 
among cotmnunity employers became increasingly negative, as employers had 
uhhapp5r experiences j^ith youths or program administration, initial 
enthusiasm among those not prepared to participate early might turn to a 
definite decision not to participate at some later date. Nevertheless, 
cumulative part icipat ibri rates can only increase over time as the period 
bf opportunity to participate lengthens. 

Launching the expei-iment late in the dembhstratibh might have had 
yet another effect bh the experimental findings. Job developers in 
the experiment were instructed in Detroit not to list any employers'' whb 
were current or former Entitlement work spdnsdrSi eliihihatirig firms who 
had bfeen "positive deciders" about Entitlement. Similarly, Baltimore job 
developers were instructed hbt tb complete contact cards on any employers 
who were current br previbus work sponsors. Although this "saturation" 

^z::z^ereL is an analogy to the participation rate bf eligible Entitle- 
ment youths, which grew cumulatively oyer the course of the demonstra- 
tion as word of mouth spread abbut the Entitlement, opportunity. 
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phenomenon appears to have been miriimal since experimental job develop- 
raent was generally targeted to the hew Entitlement areas ^ job developers 
duritig the dembhstritibh had riot been prohibited from developing work 
'^pbrisbf ships botsid^ the original Entitlement areas: They had, however, 
tended to stay close to the target area to ease ehrbllees' after-schbbl 
comrautirig. 

Additibrially , the estabitshment of the wage subsidy experiment 
in only two of the 17 Entitlement communities must be regarded as an 
important qualifier. Not only are the labor markets of Detrbit and 
Baltimore different in varying degree frbm bther areas (Denver br eincin- 
hatii fbr example), but the peribd bf experimental job development was 
coincident with a downturn in the Detroit economy. \ 

In general, tnost of these factors would appear to cbhstraih the 
incentives or dppdrtuhit ies fbr private busihess part icipat ibn iri the 
experimehtal period^ makihg experimental part icipatibri rate estimates 
ah understatement bf cbmparable participation *rates 'in the full demon- 
stration. There are, however, some otlier factors which might lead 
to overstated participation rates. Firsti the local delays in imple- 
ihehtihg the experiment mearit that, at the time bf the telephbne surveys 
in August 1980, most emplbyers had not been assigned an Entitlement 
enrol lee. Their agreement to participate was thus a prospective ohCi ahd 
there is reason to believe that there might have beeh sbme attrit ibri 
betweeh the time bf agreeing tb participate and the actual assignmenr bf 
a ybath. 

A second factor tending to press experimehtal estimates upward is 
that ibb developers at both sites may have had sbme tendency tb list fbr 

t 

7 
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the experiment those businesses they believed^ from previous job deveb 
tnetit experience i to be more likely to participate. While experimental ru! 
required that Detroit job developers list all private businesses to devel 
the random subsidy level assignment listt, there is some indication t\ 
they may have selected but potentially dif f icult-to-recruit businesses, 
both sites, this pre-selectbh tendency may hot affect generalization to t 
demonstration^ but may generate estimates thab somewhat overstate t 
general interest of all private businesses in sponsoring subsidized ybutli 
On balance, however, the conditions bf the experiment probably contr 
bate more to constraining likely participation^ compared to the full demo 
stratibri, than raising it. In particular, the shorter time-frame for j 
development, and the Jact that community businesses which had alrea 
participated were excluded from the experiment ^ probably make the findin 

reported here somewhat bf ah understatement of business partlcipati^ 

- -■ - 

rates. | 
Job developers in Baltimore and Detroit contacted 2,259 businessei 
recorded descriptive information about the industry and numT)er of emplbyeei 
and indicated whether the firm had agreed or declined to sponsor youths j 
the suBsidy level offered. The overall nuSer of employers contactec 
allocated by level of wage subsidy, is summarized in Table b. Industrie 
distribution of the experimental firtns was generally the same as in tti 
overall national demons tratibn; the largest proportion about half tfi 
firms — were involved in trade, and another quarter fell into the categor 
or providing services. 



See Appendix Table A-3 for a breakdown of industry type and size o 
firm. 
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Table 6 



- TRIBUTION OF PRIVATE SECTOR EMPLOYERS 

CONTACTED IN THE WAGE SUBSIDY VARIATION EXPERIMENT, 
BY SITE AND SUBSIDY LEVEL 



Site and Snbsidv Level 


Number of Efttployers Contacted 


Baltimore 




50% Wage Subnidy 


610 


100% Wage Subsidy 


561 


Detroit 




75% Wage Sxisidy 


569 


100% Wage Subsidy 


519 


Total 


2259 



SOURCE^ Tabulation of Wage Subsidy Variation record 

cards filled out by job development staff of the Baltimore 
and Detroit prime sponsors. 



-32- 



In order to assess the factors which contributed to the decision of 
these firms to accept or decline sponsorship, a stratified random sample 
of the 2;259 firms contacted was interviewed by telephone in August and 
September of 1980. A total of 311 businesses were interviewed, with the 
sample drawn to include a sufficient number of firms that agreed to 
sponsor yout^hs at each of the three subsidy levels. To adjust for 
the possible influence of differences between the firms at the two sites 
and firms offered different subsidy levels^ the survey data were examined 
using multiple regression analysis. The regression technique permits the 
analyst to estimate the impact of a- given characteristic or treatment 
while statistically controlling for the impact of other measured differ- 
ences. This allows^ for example^ the_^impact of the subsidy level to be 
measured as if firms differed only on the subsidy they were offered. 
Appendix A discusses sample selection, weighting and the regression 
models used to analyze employed participation. 

The Impact of Subsidy Level on Private Sector Participation 

Table 7 displays the participation rates of the firms in the 
sample. Overall, 12.6 percent of the firms agreed to participate at one 
of the subsidy levels. While this is the average for all three subsi- 
dies, it is notable that the firms offered 100 percent subsidy, the basic 
bargain struck by prime sponsors throughout the demonstration, partici- 
pated at the rate of only 18 .2 percent . Despite the offer of ho wage 
cost, fewer than one in five empilbyers agreed to participate. Thus, wage 
considerations do not appear to be a first priority for most businesses. 
This seems to corroborate the initial prime sponsor apprehension about 
business willingness to sponsor Entitlement youths, even if the experi- 
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REGRESSION-ADJUSrab PARTICIPATION RATES 
OF A SAMPLE OF PRIVATE EMPLOYERS CONTACTED 
IN 'HIE \1ACE SUBSIDY VARI^^ EXPCnirSErJT, 
BY SUBSIDY LEVEL 



S'obsidy Level 


i 

Participation Rate 


50% 




4.7%*** 


75% 




10.0%* 


100% 




18.2% 


Average for ail 


Employers 


12.6% 


Total Number of 


Employerg. 


282 



JU L SOURCE; _ Interviews in: August 1980 with 311 private sector 
employers in Detroit and Baltimore who had been approached 
about becoming work sponsors during the Wage Subsidy 
Variation Experiment, xhe survey is described in Appendix A. 



NOTES^^ jParticipatidn rates are" regression adjusted 
and based on the 282 cases for which coinplete data are 
available. The regression model used to predict partici- 
pation is described in Appendix_A. Significance tests 
are made by c.oiTi)aring participation at the 100%' subsidy 
level with participation at the two partial subsidy 
levels. „ Participation rates at the 50% and 75% subsidy 
levels are not significantly different from each other. 

*Significant at the 10 percent level. 
**Signif leant at the 1 percent level. 
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inent may somewhat understate the employer take-up rate in the longer 
demonstration period. 

table 7 also shows that, within the narrow range of employer re- 
sponse, there is a fairly striking sensitivity to price. While only 18 
percent agreed t& accept a fully subsidized youth, that proportion 
dropped to. 10 percent when an employer was asked to pay 25 percent of the 
minimum wage. The drop was half again as great if employers were asked 
to share half the wage cost.'" 

As a matter of program implementation, or with respect more general- 
ly to replication of a private sector strategy in other work experience 
programs. Entitlement prime sponsors would have had to contact four times 
as many employers to get equivalent numbers had they offered s 50 percent 
wage subsidy instead of a full subsidy. This would dramatically diminish 
the pool of potential private sector work sponsors. And, even at 
full subsidy, the propbrtibh of willing private employers was a small 
fraction of the private sector businesses approached, even if one assumes 
that the participation rates in the longer demonstration might have been 
somewhat higher ~ say 25 to 30 percent, instead of 18 percent. 

The Impac t 43 f Other Factors oh Private Sector Participat^ion 

The 311 firms interviewed in the wage subsidy variation survey 
were asked to cite the reasons why they agreed or declined to partici- 



The participation rates at the AO and 75 percent subsidy 

levels are_ significantly different from the participation rate at the 100 
percent subsidy level_aa me astired using two-tailed t-tests oh the re^^res- 
sibn coefficients for the partial subsidy levels. Significance levels 
are shown in the notes to Table 7. Except where noted, all significance 
tests in the remainder of this report are two-tailed t-tests\ 
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pate. To avoid asking leading questions ^ interviewers asked them in an 
bpeh-ehded manner^ then grouped them according to reason. In addition^ 
employers were asked to report generally on how well their businesses had 
fared in the previous year. These, along with other characteristics of 
the businesses^ were examined with multiple regression analysis, control- 
ling for level of subsidy of fe red to determine what other factors may 
have influenced their decision. 

All firms that agreed to participate as work sponsors were asked to 
cite the perceived advantages or benefits which they had considered in 
making their decisions. From all the reasons they cited, they were also 
asked to specify the most important consideration. the reasons for 
participating are summarized in Table 8. 

As the table shows ^ two reasons were cited far more frequently than 
all others. Nearly six out of ten participating businesses cited "cheap 
labor" as a major consideration. Notably, however, two-thirds spoke of 
the opportunity to provide a work experience for unemployed youths, with 
comments that ranged from '*I know how important it was for me to be able 
to work when 1 was young," to "Without a chance like this, these, kids 
will never get in the habit of working," to "i saw this as a way to help 
keep kids off the streets." Additionally, when asked to sort out the 
most important of their considerations, more employers cited the altru- 
istic motive (48.4 percent) than economic self-interest (32.9 percent). 
The prifiacy of this pair of motives, and the fact that self-interest was 
not the dominant one, corroborate findings from two previous surveys with 
active or former ptivate sponsors conducted at 12 of the demonstration 
sites over the course of the demonstration. (These surveys, conducted in 
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PERCENTAGE DISTRIBUTION OF REASONS FOR PARTICIPATION 
IN THE WAGE SUBSIDY VARIATION EXPERIMENT 



f^asons GiMn_for Particip ation 

Cheap labor, no wage cost 

Chance to look over unskilled working 
for possible later hire 

do something for 
disadvantc^ged youth 

Possibility of expanding output 
temporarily 

Chance to have motivated youth 
willing to both study and work 

Minimal paperwork 

Chance to employ specific youth 
known to employer 

{Other) 



loeal Nuriber of Reasons Reported 



xt Lc 



Nui:u - r Sponsors Interviewed 



JRCE: See Table 7. 



Percent- 
of Sponsors 
Reporting- Reason^ 

57.8 



±9.3 



67.1 



15, 



2.5 



0.6 



1.2 



5.0 




Percent of Spoi 
Reporting Reas 
as Most Impor t 

32.9 



8;7 

48.4 

5.6 

1.2 
0.0 

1.2 
1.8 



161 



/^.^^V^ Table reports answers ifrom the ±61 firms in the sanple 

wi.o cir «fcd to lai.tcxpate at one of the subsidy levels. 

^Percents in this column do not sum to 100 due to multiple response 
^ercents in this column do not sum to 100 due to rounding. 
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the fall of 1979 and the spring of 1980 are discussed in Appendix A.) 
Interviewers in all three surveys were persuaded that the aitruism 
sounded geiiuihei hot siinply "nice talk" frbizi; downtown bti sines sine li. 

The larger group of subsidy variation survey firms, those which 
declined to participate as work sponsors; were asked to indicate why and 
to specify the tnost important reason for declining the offer* These 
are summarized in Table 9. By far the most often cited reason, and the 
one most frequently specified as most important, was that the employer 
did not have enough work to take on additional help, that there were 
etibugh staff to handle the work already, or that the business was just 
too small to heed additibhal hands. Over two-fifths of all hbh-partici** 
pating firas volunteered this reason, and over one-third cited it as the 
most important consideration. The second most frequently cited consi* 
deration was that the work available was not appropriate for high school 
youths^ was too dahgerous^ or demanded higher skills thah the emplbyer 
thought the Entitlement youths could provide. Less than one-fifth of 
non-participating firms cited declining business conditions as a reason* 

While there may have been factors bther than those directly stated 
in the survey, it would appear that a large share of the employers 
approachec^^ by experimental job developers simply did not have enough 
work, or t\e right kind, to take on subsidized help. Without more 
evidence bn their parallel unsubsidized hiring practice, it is not 
possible to sort out whether these businesses ^ during the period they 
•'re approached, were simply not hiring, or were more specifically not 
interested in sponsoring Entitlement participants. 

In addition to asking employers about their reasons for partici- 
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table 9 



PERCENTAGE DISTRlBOTIbN OF. REASONS FOR NON- PART I CI PAT ION 
IN THE WAGE SUBSIDY VARIATION EXPERIMENT. 













Percent of Employers 


Reasons Given for /Jon- Pa r t irc i pa ti o n 


Percent of Employers 
Reporting Reason^ 


Reporting Reas;on 
as- -Mast Imj^ortant^ 


Not enough work; sufficient sta f 






already, too snail to need extra 






help 


4^ . J. 




35.4 


:>Iature of work inappropriate for 






teeharier^ requirements too high 


27.9 


21.1 


work; businei^s ^low 






or declining 


17.0 


12.9 


Potential problems Supervising^ 






youth 


8.2 




4.B 


Concern djDout ybut.. 






atti tudes/reliahi'.-: ' 


8.2 




4.8 


Difficult/reluct, a nee 


i 




part-time w -irk 


1 8.2 




4.8 


Dislikes govermr.e it/'*'^ .:.:d 


! 




labor programs 


4.8 




3.4 


Had to lay off regu4ar stait 






^rA reluctant to take on 






s'jbsidized youth 


3»4 






0.7 


Couldn't get approval from 






main office 










2,0 


i^eard bad reports about program 




0,0 


Potential or actual union 






proble-tis 


2.0 






1.4 


Administrative/paperwork 






probleiis 






2.0 


Couldn't afford partial wage 


1.4 


0.7 


.*;atiire of program or. 






requirements unclear 


o;7 


0 , 7 


V Other) 






3:4 


3,4 


(No reason given) 






1.4 


1.4 


Total N\:nbe;r of Reasons Given 


198 




Total Number of Employers Interviewed 


147 





SOURCE: See Table 7. 



NOTES: The. number of .firms agreeing to participate and re'f using to partici- 
pate shown in tables 8 and 9 sum to 308 rather than 311 because three of the 
firms interviewed had neither refused nor accepted the Entitlement offer. These 
firms were waiting for the program to recontact them.. 

^Percehts in this column do not sum to 100 due to multiple 

responses. 

^Percents in this column do not sum to 100 due to rounding. 
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pation, interviewers collected information on several more objective 
factors which were hypothesized to affect the willingness of firms to 
accept a sponsorship, role. Some of these were factors suggested by the 
experience of Entitlement prime sponsors during the course of the dembn-- 
siEration, :and others were based upon assumptions about the economic 
behavior* of private sector firms. They included the following: 

i Industry of business: Were manufacturing firms less likely to 
participate than firms in other industries? 

• Size of business: Were very small firms more likely to sponsor 
youths than large firms? 

• Age of business: Were recently established firms more likely to 
participate than older businesses? 

• Unionized businesses: Were unionized firms less likely to 
participate, given the additional negotiation with unions which 
would have been necessary? 

• Prior experience employing youths or sponsoring employmeilt 
program participants: Were busines ses that had previously 
employed youths or participated in ah employment program more 
likely to participate? 

■% 

• Financial condition of business in past }^ar: Were businesses 
that reported themselves as doing well financially likely to 
participate than businesses that had not done too well? 

• Expansion of business in past year: Were firms that had in- 
creased their number of regular emjplbyees over the past year 
more likely to sponsor Entitlement youths than those which had 
remained stable or actually reduced their regular work force? 



As with the estimation of subsidy level impacts on participation, 
multiple regression analysis was applied to determine how much each of 
these factors influenced the participation decision when all other 
variables were controlled. these are summarized in fable ID, which 
estimates participation rates as if firms differed only on the factor in 
question. 



Table 10 



REGRESSION- ADJUSTED PARTICIPATION KATES OF A SAMPLE OF PRIVATE SECTOR EMPtOyERS 
u-rROAChED FOR THE_WAG£: SUBSIDY VARIATION EXPERIMENT, 
BY SELECTED EMPLOYER CHARACTERISTICS 



Charact er! 5 



Age of Establishment: 



(Comparison Group) 

Had Prior Experience with 
Youth Employees; 

Had Prj.br Exper i ence wi t h 
Employment and Training Programs: 

Change in Level of Regular 
Employment over Last Year: 
(Comparison Group) 



1-2 Years 
3-10 Years 
11-20 Years 
Over 20 Years 



Ves 
No 



Ves 
No 



Increase 
No Change 
Decrease 



Manager's Description of Financial 

Condition: Doing Pretty Well 

(Comparison Group) : Doing OK 

Not Doing Too Weil 

Manager's Description of Profitability: 

Moderately or Highly Profitable 
Barely or not Profitable 

Industry Type: Manufacturing 

Non^Ma nuf ac tur i hg 

Yes 
No 

Size of Firm in Full-Time Equivalencies^: 5 Employiis 

: 20 Employees 
100 Employees 



Workiers Unionized: 



Partic ipation Rate 



22.8%** 
13.2* 
11. 3% 
7.5% 



15. 7%* 
7.9% 



11. 3% 
12.8%' 



22.5%** 

10.6% 
10.9% 



16.9% 

11.1% 
9.7% 



11. &% 
14.1% 

4.4% 

13. 2% 

1.9% 
13.1% 

12.6% 
12.6% 
12.4% 



Total Sample 



Sample size 



12.6% 



282 



SOURCE: S6e Table 7. 

NOTES: See Table 7 for notes bh the regression mociel used. Signif- 
^^^^^.^^sts are made comparing participation rates for employers with a 
given characteristic to participation rates for employers without the char- 
acteristic. Where more than one comparison is possible, a comparison group 
IS Identified against which all significance teits arc made. For example, 
participation rates_for_firms aged 1-2 years, _3-lO years, and 11-20 years 
are compared with thepartictpacioh rate for firms operating for over 20 
years. Firms aged 1-2 yeari are the only group significantly more likely 
to participate than firms over 20 years in age. Signific^ce is measured 

* ^Full-time equivalencies are measured by counting each part- 

^^"^^ ^"™FA°y^.*2_ one-naif of a full-time employee, Fitted vdlueb for this 
characteristic aro prouuced from a coneir.uoUs variable so a comparison 
cjroap cannot be iUenvilieu. 
on participation. 



jize of firm does not have a significant impact 



♦Significant at the 10 percent level. 
**i=5ianif icant .it the 5 percent level. 



Many of these' factors had effects so small that they cbtxld easily 
have occurred by chance. these include whether an employer was a 
manufacturer or was unionized ^ whether a firm was large or small, whether 
employers characterized their financial condition as "doing pretty well" 
or not, and whether an employer had prior experience with employment and 
training programs* 

Three of the employer characteristics did make a significant and 
independent contribution to the participation decision. First, businesses 
that had in the past employed youths were twice as likely to sponsor 
Entitlement participants as those who had "not* Althoagh this is hardly a 
surprising finding, it does support the sensible notion that employers 
are more likely to repeat an e.xperlehce with vhich they are familiar, and 



f^irther, that those businesses are more likely to have low-skilled work 
which is appropriate for high school-aged youths i It may also point to 
the possibility that such employers ialght substitute subsidized enroiiees 
in jobs which might otherwise have gonii to others • This potential 
diletma is addressed further in the final chapter. 

the other factors influencing particf patioii are the age of the 
business and the expansion of its regular wdxit force during the previous 
year. New businesses, les« than three years old, participate at a 23 
percent rate. Similarly, firms that have increased their labor force in 
the last year also show a 23 percent participation rate. It may be that 
hewer firms, in that j>eri6d of uncertainty which accompanies the high 
batlays and slow saleF^growth of the first years ^ are more likely to see 
benefits in subsidized wages and in the opportunity to ipohsof youths 
without the responsibility of carrying the on their regixlar payroll. 
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similarly,, it is reasonable that expanding busirie'sses have ' work that 
needs to be done and can be more expansive about sponsoring program 
ehrbllees. * 

It is important to reiterate that the findings from the wage subsidy 
variation experiment must be regarded with great caution &i drawing 
generalizations about the behavior of private businesses in the Entitle- 
ment demonstration, or about the responsiveness of f ii\is more generally 
to the sp.Qnsbrship of youth work experience. The variation was applied 
in only two cities, for a relatively short period, and after demonstra- 
tion sponsors had been recruiting private employers for nearly two 
years. It is thus likely that the. 18 percent participation rate of fully 
subsidized businesses represents a lower rate than would have b ^n 
measured at other demonstration sites over a longer time-frame. None- 
theless, even the offer of 100 percent wage subsidy does not bring 
businesses "forward in large proportions. The vast majority do not find 
the bargain sufficiently attractive. 

The sensitivity businesses to subsidy level is also fairly 
dramatic i and while the specific ratio of participation rates r!:tiong 
subsidy levels shoult? be regarled cautiously, it does appear that . busi- 
ness enthusiasm for employing disadvantaged youths is further constrained 
by the impdsitibri bf a cbst-sharingA^rbcedure . That only "one-fourth as " 
many 'employers are^ willing to pay $1.65 pef hour (one-half the 1980 
mininnjim wage) for a ybdth's labor than are willing to spotisbr a youth at 
no direct wage cost speaks to a relatively marginal- need for youth 
employeeiSi, or a tiiargirial enthusiasm for sponsoring disadvantaged youths^ 
or both. 

The reasons given by firms for their agreement to participate 
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suggest a pattern of dual mbtivies, one which would rot support a simple 
stereotype that private sector sponsors are only in it for the money. It 
may well be that the generally small firms which participated in the 
wage subs,idy experiment and in the demonstration as a whole are es- 
piBcially likely to feel a community concern for youth employment. The 
narrower economic motive does not contradict or diminish this altruistic 
mot ive . 

The generally low part icipar ion rates of businesses, in the\tw6~site 
experiment do Imply tbat employer demand for'^outh employees would not be 
f^reat '-.lough to give manpowfer operators the option of supplanting their 
regular pools of public and nonprofit agency work sponsors with private 
bu nxnessf^ii .: The level of job development effort necessary to land 
for-profit work sponsors in just the experiment itself was fairly sub- 
St ant ial . 

Developing work experience in the private sector thus may very well 
not be the most cost-effective job creation strategy, all other consi- 
derations being equals when expenditure of public funds for recruiting 

work experience providers is considered. On the other hand, 'since great 

-/--- -------- i ■ - . - ■ - ■ - - - -'- 

flumbers of businesses did agree to sponsor youths in the 17 communities, 

their experience with sponsorship and the degree to which they were 

wil ling to cont inue sponsoring youths deserves further cons iderat ion. 

This will be explored in the following chapter. 
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Chapter 4 

PRIVATE SECTOR SATISFACTION AND RETENTION 

Findings from the wage sabsrdy variation experiment address several 
questions concerning the response of private businesses to Entitlement 
and similar youth work exrerience programs ~ in particular, the pri-^ate 
sector's willingri€?ss to sponsor vouths at the 100 percent subsidy crff.ruid 
iurihg th_e demonstration, the effect of a lower subsidy fer on 

its response. The timing of the experiment, late in the demonstration 
period, and local delays in implementing it did not permit several other 
questions to be examined, however. Most employers who agreed to partici- 
pate in the test did not have youths assigned to them until the lite 
spring and summer of 1980. They could not be interviewed about their 
actual experience as work sponsors, their degree of satisfaction with 
program administration and With assigned youths, or their willingne.s to 
remain active as work sponsors. 

To address thes« questions, MDRC fielded a telephone survey in Kay 
198d with a random sample of 513 employers who had sponsored youths- 
The sample was drawn from the group of private employers at 12 of the 17 
Encitlement sites who had youths working f o ' them in September 1979, the 
beginning of the final school year in the demons t rat Lon. ^ They were 
asked about their overall experience as work sponsors and questioned mote 
closely about their particular experience with the youths who worked for 
them most recently. Findings from that survey are the subject of this 
ch apter. 



Employers were not interviewed at the fivq sites which had fewer 
than ten active private sector sponsors in Septeniber 1979. 
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The 513 employers interviewed represent fairly closely the in- 
dustrial mix of private sector sponsors who participated over the course 
of the entire demonstration (See Table 4, page 21), Just under drie-haif* 
were in the retail or wholesale trades^ 32 percent were in service 
industries j and 8 percent were manufacturers. They were predominantly 
small businesses^ as Table 11 su^arizes, with 41.6 percent employing 
fewer than five full-time (equivalent) regular employees^ and '65.3 
percent having fewer than ten full-time workers. These employers had 
been assigned 3,626 erirdllees through the time of the interviews in May 
1980, for ah average of saven youths per sponsor, although they typically 
had only one or two youths assigned at any one time. They wer^e asked 
about their contact with program liaison staff in terms of the coriteht of 
the communication with staff arid their satisfaction with the ."^raff's 
assistance. They were also asked about their experience with the yocths 
who had been assigned to them. 



JP^xvat^Sex:4^^EK perienc e^ with P Admiriistrat iori 

Although the job bargairi which program staff had to offer private 
businesses during the demonstration was a relatively low-cost and trouble- 
tree arrangement, administrative logistics could be fairly complex, 
particularly in the large tier I progratns. Once the prime spbrisbr had 
recruited a business ^ a youth would have to be sent for the employer's 
consideration. The youth might or might not have the needed skills or 
other qualifications. If an assigned youth did not get paid in timely 
fashion by the priToe spbrisbr, he or she might complain to the work spon- 
sor first. If a youth's attendance or behavior was a problem for the 
employer, program staff might or might not attend to the matter quickly. 
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Table 11 



PERCENTAGE. OISTRiBUTiON PRIVATE SECTOR WORK SPONSORS 
INTERVIEWED IN MAY 1980, BY SIZE OF FIRM 



Number of Snployees^ 


Percent 
or 

Sponsors 


Less than 5 
5.0 - 9.9 
10. d - 19.9 
20.0 - 49.9 
50.0 - 99.9 
100.0 - 249.9 
250.0 - 49?.? 
500,0 - 999.9 
Over 1000.0 

Total 


41.6 
23.7 
±3 ; 7 
10.5 
4.2 
3.4 
1.6 
0.2 
1.2 

100. 0 


Average size 


34.6 


Medial! Size 


6 


Number of Sponsors Reporting Size of Firm 


553 



-__ SOURCE: Interviews in May 1980 with 513 private sector.work 
sponsors at seven Tierl sites and_five Tier ll sites who employed 
Entitlement youths in September 1979. The survey is described in 
Appendix B. 



NOTES: Percents do not sum to 100 due to rounding. 

- - - ?NcSber of employees are calculated in full-time eqv:i- 
valencies by counting each part-time employee as one-half of a fuli- 
time_ equivalent employee. These figures do not include Entitlement 

yo L^ths. 



If a youth walked off the worksite and the employer wanted a replacement, 
the program had to have a re-assignmeht procedure in place to keep 
the sponsor supplied. Breakdowns in this liaison procedure and follow- 
through could generate employer frustration, despite the absence of 
payroll red tape. 

Prime sponsor staffs, as discussed in Chapter 2, were concerned at 
the outset that private firms would be quick to let any such foul-ups 
confirm a natural suspicion about government inefficiency and that they 
would resign as sponsors very quickly in consequence* Despite that 
concern, the press of numbers did not generally allow prime sponsors to 
develop special arrangements to treat businesses' problems quickly^ 
except possibly at those sites such *iB Cincinnati and Denver that 
subcontracted an ongoing liaison role to business trade groups; 

The May 1980 work sponsor survey asked sponsors to recall their 
initial expectations about problems or disadvantages in agreeing to 
sponsor youths. Their responses about administration and employing 
youths are summarized In Table 12. As ti3 table indicates, the largest 
response category was the 61 percent of employers who could not recall 
having had any particular misgivings. The next largest category, encom- 
passing responses about supervising youths , youths ' attitudes or re- 
liability, includes concerns expressed by 27 percert of the sponsors. 
Cbnce rhs about program and admihis trat ion, suspicion of government 
programs, and so on were expressed by only 7 percent of the employers. 

While employer recall of early expectations may have been colored by 
their subsequent experience as work sponsors, it does not appear that 
administrative problems were particularly salient. The work sponsor 
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Table 12 



PERCENT OF PRIVATE SECTOR WQRK SPONSORS INTERVIEVffip IN MAY 1980 
WHO PERCEIVED DISADVANTAGES TO PARTICIPATION IN ENTITLEMENT, 
BY TYPE OF DISADVANTAGES REPORTED 



Pei-ceived Disadvahtagigs/RisHs 


Percent 
of 

— Sponsors 


Youth-r e la ted_ concerns : - 

Youth_wbrk attitudes or reliability 
Problems supervising youth 
Security or theft 


27 




Program- related Tconcerns: 

Administrative or paperwork problems 
Ending of wage subsidy 


7 




Other employer concerns: 
Lack of work 

Part time schedules difticolt 
Overhead or supervisory costs 
Other 


11 




No Disadvantages/Risks Reported 


61 




Total Number of Disadvantages Reported 
L 


265 



SOURCE': See Table 11. 



NOTE: Percents do not sum to 100 due to multiple responses. 
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survey revealed that over 80 percent of the employers had not previously 
sponsored ybiiths for ah employment and training program. To some extent 
their general lack of concern about program administration may have 
reflected naivete^. Other survey findings, however, do not appear 
to support this interpretation. 

Surveyed firms were asked whether they had requested any general or 
specific qualifications for the youths they would be assigned. As Table 
13 indicates, nearly tvvo-thirds did make such requests i Most of these 
were characterized in general terms, such as reliability or willingness 
to work hard, although a minority of the employers indicated they had 
asked for youths with typing skills, ability to work with customers.^ 
arithmetic ability, and so forth. Of those who had requested youths with 
some qualifications, over 80 percent responded that the youths assigned 
had met them. The sponsors were also asked whether^ once they had 
assumed sponsorship, they had occasion to request replacements for youths 
who had left their employ. One-half of ail the employers surveyed did 
request replacement youths, and 85 percent of those reported that re- 
placements had been assigned to them. 

The primary contact that employers ^ad with Entitlement program 
staff during their sponsorship was the program counselor or caseworker. 
One of the tasks which program counselors were assigned related to the 
bi-weekly cehtrM payroll (weekly at two of the survey sites). Staff 
picked ur time sheets for assigned youths at nearly all sites, and at 
some locations distributed pay checks on the worksite i While this was 
the principal activity of program liaison staff, the visits to the sites, 
required by the payroll mechanism, set up an opporlunity for communi- 



Table 13 



DISTRIBUTION OF PRIVATE WORK SPONSORS 
BY WHETHER THEY REgUESTED AND RECEIVED YOUTHS 
WITH PARTICULAR QUAtlFICATIONS 





Percent 
. of 


Vtork sponsor reported that they: 
Asked for qualifications 
Did hot askfdr quaiifications 
Did not recall 


64 

35 
2 


Work sponsor asked for fiualif ications 
and reported that the youth assigned: 
Met the qualifications 
Did not meet the quaiifications 
Did not recall 


82 
17 

i 


Number of Sponsors Who Asked for Qualifications 


326 



SOURCE: See Table H. 



NOTt; Percents may not sum to i 00 due to rounding. 
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cation abotit yoath performance and other employer problems. As Table 14 
indicates » . :.-:rly half of the work sponsors reported contact with cburise- 
lotF weekly or more often^ even though payroll responsibilities only 
called for bi-weekly contact at all bat two sites* Nearly three-fourths 
reported contact at least every two weeks. Most of the employers report- 
ing less frequent contact were probably at those sites where time sheets 
could be mailed to the prime sponsor, although periodic staffing problems 
at a few sites may also be reflected. ^ 

Table 1 4 also summarizes private employer responses on the issues 
'they discussed with program counselors. While one-quarter of them raised 
administrative problems with counselors, most also discussed youth 
performance, attendance, progress, or personal problems. Employers 
were also asked whether they could recall any matters about which program 
counselors had beien particularly helpful, and whether there were any 
issues where program staff had been notably unhelpful. Responses to 
these two questions are summarized in Table 15. two-thirds found 
progr,am staff particularly helpful, and less than one-fifth of the 
employers found them particularly unhelpful on some matter. Greater 
proportions found counselors helpful than unhelpful on matters of youth 
attitudes, attendance, perf onSiance, or other yoath--reiated concerns. in 
addition, twice as m?ny volunteered that program staff had been helpful 
as opposed to unhelpful in matters of program administration. 

The sample of employers surveyed thus appears to present an overall 
pattern of satisfaction with program administration. Not only were there 
relatively few complaints about administrative foul-ups, but there was 
a fair degree of substantive discussion between the employers and program 
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Table 14 



DISTRIBUTION OF PRIVATE SECTOR WORK SPONSORS 
_ BY REPORTED FREQUENCY OF CONTftCT AND 
ISSUES DISCUSSED WITO PROGRAM COUNSELORS 



R&spohses 


Percent 
of 
Spdnsbf s 


Frequency of contact^: 




Once a week or more 

Every two weeks 

Once a month 

tess than once a month 

Did not know 

No contact reported 


50 
23 

11 
11 

4 


Total 


190 


issues discussed^: 




Work habits, attitude^ attendance 

Performance 

Progress, training _ 

Other aspects of youths' participatio|L... 
Personal problems of youth 
Difficulties on worksite (safety, heaith, 
theft, etc. ) 

Problems with program administration 
(paychecks* replacements, etc.) 


56 
65 
37 
9 
15 

3 

24 



SOURCE: See Table 11. 



NOTES: siPef cents may not sum to 100 due to rounding. 

^ercents do not sum to 100 due to multiple 

responses. 

\ 
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Table 15 



PERCENT OF PMVATE SECTOR^WOi^ SP^ 
COUNSELORS TO BE PARTICUIARLY HEI4>FUL OR^l^^ 
AND PERCENT WHO IDENTIFIED SPECIFIC ISSUES 
ON WHICH COUNSELORS WERE HELPFUL OR UNHELPFUL 





Percent of 


Sponsors 




Reporting Counselors to be: 


RiBspbnses 


Helpful 


Unhalpful 


General Statements of Sponsors: 






Yes 


o / 


17 


No 


31 


8i 


Did not know 


2 


2 








Specific issues identified by Sponsors^ 






Work habits^ attitude^ attendance 


33 


6 


Perf ormanoe 


17 


3 


Other aspects of youth's participation 


10 


3 


Difficulties on worksite (safety. 






theft, health, etc.) 


3 


i 


Personal prdblerns of youth 


is 


2 


Progress , training / 


ii 


i 


Problems with program acSiinistration 


18 


6 


(paychecks > replacements , etc . ) 


Other 


7 


4 



SOURCE: See Table 11- 



NOTES: This table is based on two 'tepar ate questions, which asked 
sporisdrs :f there were areas in which counselors had been particularly 
helpful, t*hd areas in which counselors had been particularly unhelpful. 
The fact tha.t counselors, were hot identified as_ helpful in t^ 
column, does hot necessarily mean that counselors were unhelpful,^ Sponsors 
could report that, counselors were both helpful in some areas and unhelpful 
in others or could report that counselors were neither particularly 
helpful or unhelpful. 

^Percents are based on the 513 work sponsbrsih the survey 
sample. Percents do not sum to 100 because ho more than 67 percent of 
sponsors found counselors helpful and no more than 17 percent found 
counselors unhelpful. Percents do hot ston to 67 and 17 due to multiple 
responses. 



staff about youths' perf brmarice i attendance, and progress iii their work 
experience. Since all the empioyirs contacted, save those in Missis- 
sippi* were working under a f ull-subisidy arrangemenCi it is impossible to 
determine whether their perceptions (and expectations) of program help- 
fulness might be partly a halo effect froi not having to assume any of 
^>^e wage cost. The full subsidy and the streamlined payroll do appear, 
however, to have created a situation in which employers could judge the 
experience on the basis of their primary contact, the youths who worked 
for them. 

Employer Experiences with ^rollees 

if employers reported general satisfaction with program administra- 
tion, what of their perceptions of the assigned youths? Survey inter- 
viewers asked several questions about youths' work habits, attitudes, and 
-'ttems of improvement over time, and whether the youths demanded iore 
of the employer's time than had originally been expected. These indica- 
tors Df satisfaction are summarized in Table 16. The four indicators 
together reveal a pattern which shows that youths' attitudes and wdrk 
habits were generally average or a little better, that most employers did 
not find that supervision took tnore time than they had anticipated, and 
that the great majority observed the youths improving over time. 

It is reasonable to expect employers to complain less about youths 
for whom there is no wage cost. Nonetheless, their general satis- 
faction with Entitlement participants, even in the face of a fair amount 
of youth turnover, appiears to indicate that they generally acc<2pted the 
sometimes erratic work patterns of teenagers and their own role as 
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?able 16 



PERCBNTA^ DISTRIBOTim OF PK]n^S| SECTOR WORK SPONSORS, 
BY SPONSORS' REPORTS OF SATISFACTION 
WITH ENTITLEMENT YOUTH ASSIGNED TO THEM 





Percent 
of 


Sponsor_Reports_ of Satisfaction 


Sponsors 


Perceived that Youth demanded more 
staff time and effort than e5Q)ected: 

Yes 

No 

Did not know 


35 
64 
^ 1 


Rating of general work habits: 
Above Average 
Average 
Below Average 


29 
53 
18 


Rating of attitude and willingness 
to work: 

Above Average ^ 

Average 

Below Average 


34 
50 
17 


Perceived improwiement over time in work 
or attitude: 
Yes 

NO ' 
Did lidt know 


75 
21 
3 



SOURCE: See Table H. 



NOTES: Pcrcents may hot sum to iOQ ia^ to ror^nding. 
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prdvider of a Wbrk^trainiRi expedience ;^ Part of that ,bv.-rall satis- 
faction may reflect a particularly stable experience with ohe or two of. 
the seven or so youths that the average employer sponsored over time. 

; Employers were asked to recall the longest stay of any of the 
youths they sponsored. Table 17 dtspiays "the nuinber of'' months that the 
youths Worked for each sponsor; While nearly one-third of the spohsorr 
~ had no youths who stayed more than six months, anothed 5ne-quarter nad 
yoaths who had been with them 'for more than a year. Over one-half of the 
^ sponsors had at least one youth for eight months o; more. 

Another overall indicator of employer satisfaction would be the 
proportion of employers who, faliing subject to the wage subs idjr^ reduc- 
tion requirement discussed in Chapter 2, agreed to assume half the wage 
cost. Applying the subsidy reduction guideline.^ interviewers determined 
that 18 percent of t;,he employers (91 of the 513 surveyed) were ''eligible" 
for the subsidy reduction; that is had continuously sponsored a youth 
for at least 12 months after January 1979; As a po ible indicator 
of ^he constrained diligence with which some Ent it lenient p^ime.* sponsors 
sought to exifq^ce the requirement, only half of the 91 employers recalled 
having been approached with the choice of picking up pari of the wage 
coFt or loci^ig the assigned youth. 02 those who did recall being asked^ 
however, over three-fourths (78 percent) agreed to pick up half of the 
youth's wage cost, 

_- -- -- :_ ^„ _ v\ 

It 18 Of course poisible that p^rime npdnsbrs were selective in a 
^ biased fashion about whom they approached for reduced sabsidy, since only 



^ See Osterman, 1980, for a discussion of yfautli labor force behavior, 
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Ta^ie 17 



WEK^W^KGE DISTRIBUTION _- 

OP PRiVRTO SECTOR WORK SPONSOR , 

3Y LENGTH OF EMPLOYMENT 
OP THE YOUTH WITH LONGEST TENURE 



Nuxtiber of i^onths Employed 


Percent 

of 
Sponsors 


1- 1 nibhths 


11 


4 6 months 


21 


; -9 months- 


23 


1 12 months 


15 


13-18 months 


15 


More than 18 months 


8 


(Sponsor did ript recall) 


8 


Total 


100 


Mean 


9.5 


Median 


8 



SOURCE: See Table 1^ . 



NOTE: The table shous the length of employment 
for the ybtith indehtified by each sponsor as having been 
employed the longest. Since sponsors were hot asked if 
the youth en^loyed the longest was still tsmployed, these 
figures probai>ly understate the length of employment. 
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half of the "eligible** sponsors remembered having been approached. A 
more plaaslbi^ explanation is the relativfely poor recordkeeping by some 
prime sponsors and their relatively slow start-up in enforcing the 
requirement. 

Thus, the fact t^at three-fourths of the work sponsors approached 

/ 

......... _..._./.. 

had agreed to shary^age costs is not ah unequivocal finding of employer 
satisfaction, but^s an additional indicator that employer s r'lisfaction 
may spring in part from a stable experience with enroii-^es. Further- 
more ^ there y^re few complaints about the subsidy reduction; many work 
sponsors Intervieved, in the sponsor survey and in less formal interviews 
In the^^ield, voiced the opinion hat Pouid only be fair to accept a 
redujzi^d subsidy if a youth had lici^Ui. <: t^c^ble worker, and that refusal 
t^^ do so would be "lipping off the taxpayer." It shouia be not^^d, 
/however, tuat while ; •>st empioynrs who had a one-year trial period with 
/ no waje cost seev willing Co assume half the wage cost, subsidy experi- 
ment employers approached with a 50 percent offer from the outset agreed 
to f rticipate at only a 5 percent rate. 

Another mark of private employers' satisfaction with their rd. — 
and a particuiariy distinctive bettef.-'t to private sector work experience, 
given the hiring conPtraihts on most local governments in this era 
is the proportion of work ^^ponsors who subsequently hired enrollees on 
the5r own payroll. Table 18 summarizes employer response to this 
question, showing that niB^rly one- iif th of the sponsors had taken on 
youths (61 percettt of them hired one; 39 percent hired two or more). 
Another two-fifths intended to hire one of the youths in the future or 

___ __. !_I . _ 

had Intended to, If the youth had not left on his or her own accord. It 
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TABLE 18 

PERCENTAGE DISTRIBtjTIbN OF PRiVM^ SECTOR WORK SPONSORS 

BY WHETHER THEY HAD HIRED OR INTENDED TO HIRE ENTITIJ^:MENT YOUTHS 

ON THEIR OWN PAYROLL 











Responses 




cZ 

Sponsors 




Yes, h id hired one or 


more youth 


is 




N6> had not hired any 


but intended to hire^ 


38 




No, had no intentions 


to hire 


42 




Did not know 




i 




Total 




100 





SdUPCE: 9ee Table 11. 



NOTCS: ^Einpioyers couid report intentions to hire current 
titlement esiployees or .intentions to hire past Entitlement employees 
who left. 
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appears. t;ie^efore, that the Entitlement assignment kiSunted to .subsi- 
dized on-the-job training for some of the youths assigned to private 
businesses and led to their subsequent hiring. There are no data about 
comparable hlrings by public and nonprofit work sponsors, but It is 
reasonable to speculate that few had the budget resources to do so. 

to minimize problems of sketchy recall and to obtain a more narrowly 
focused pictu e of employer experiences with individual youths^ inter- 
viewers asked a battery of questions about the most recently assigned 
youths who had worked for the employer. Employers were asked to report 
on u- to six youths, starting with the one or ones iost recently assigned 
and working backward.^ These questions covered employers' experiences 
with one-half the youths ever assigned to them, 1,818 of the 3,626 
youths* 

As Table 19 indicates, n.-arly twb-wMrds of the recently assigned 
enrollees were still Working for their employer. Eipioyers had requested 
that 209 of the youths, slightly under 12 percsnii, be re-assigr 
another work sponsor; from the employer's point of view^ this was equiva- 
lent to "firing*' the youths. An additional one-fourth of the recently 



Nearly 70 percent of the 5x3 sponsors had empibyed six or fewer 
vbuths. 



„_As discussed in Chapter 1, Ehtitlemeht regulations authorized only 
prime sponsor staff to terminate a youth's Entitl 2ment for poor perfor- 
mance or attendance, and bf cours^e^ staff took into account employer 
dissatisfaction is marked bj- a request to re-asslgn a youth. In Bbme 
instances, alsb,/ program_ ataff determined that a work sponsor had been 
unreasonably ha^sh in ••^firing^^^^^ youth .and chose to give, the youtlL. a 
second .chance otv another worksite. Cvcr/U, 11 percent of Entitlement 
participants lost their entitlement for unsatiblactory worksite perfor- 
mance or attendance. 
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Table 19 



PERCENTAGE DISTRIBUTION OF RECENTLY ASSIGNED YOUTHS, 



BY EMPLOYMENT STATUS IN MAY 1980 




Empio^ient Statu i 


Percent 
of 

- Ydu^fehs — 


Employed at tiine of interview 


64 


"Fired"^ 


11 


Left employment for other reasons 




Total - 


— 


Total Ntuitber of Recently Assigned Youths 


1,818 


Number of Sponsors with Yo^^ths VCho Left^ 


322 



SOURCE: See Tabln 11. 



- NOTES: Percents-are based on data for as many 
as six youths most recently assigned to each sponsor. 
Three hundred tvonty-four sponsors empldyed fewer 
than six youthr. . 

^Work sponsors c^. ask the prograiii to re- 
□ssiqn youth> who were not worKinq.out^ .which had_the. 
same effect, frrm the employers ' perspective , as firinc 
the youthr.. However, oni' *he prime sponsor could ter- 
minate a youth from the entitlement program. 

tKj'v^j^g includes youths who left due to 
"firing" and who left for other reasons. 



assigned youths left oh their own accord^ for some other reason. Of 
those who left without being fired, the employers reported that they had 
a satisfactory opinion of 63 percent, a neutral attitude toward 20 
percent, and had been dissatisfied with the performance of 17 percent, or 
77 youths. As a summary indicator, the 286 youths that employers had 
either "fired** or thought "good riddance" of amounted to 16 percent of 
the most recently assigned youths 

Work Sponsor -Retention 

The ^13 employers surveyed in May 1980 had all sponsored youths in 
September 1979. Interviewers found that, at the time of the interviews, 
68 percent of the employers still had youths working tor tKem. Ah 
additional 19 percent indicated that, while they did not have any youth 
rently assigned, they were willing and interested in accepting addi- 
tional youths. These two groups, still active or interested in resuming 
work sponsorship, comprise an 87 percent "retention rate" among the 
surveyed employers over the nine-month period, September 1979-May 1980. 

Only 13 percent of the employers indicated that they were no longer 
willing to accept ybuths (or were v?ndecided) and had thus, in .?tfect, 
quit as work sponsors. On an annualized basis, this would amount Ld a 17 
percent '*quit rate" for work sponsors. Combined with the relatively low 
participation rate of firms^ eveh at full subsidy, as estimated for 
the Balt.aore and Detroit sites in the wage subsidy variation experiment, 
this one-sixth annual rate of attrition In the sponsor pool accentuates 
further the level of job development required to maintain a stable share 
of private sector work sponsors in the Entitlement demonstxation. It is 
a plausible speculation that employer quit rates would have been higher 
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had businesses been required to accev t only a partial wage isubsidy f 'om 
r.he li stset of their participation. 

An effort was made , applying regression analysis, to determine what 
factors and perceptions appeared to affect the retention rate of work 
spbtisbrs. The variables discussed above were analyzed ^ as well as one 
site-related factor: the comparison of sponsor retention at those sites 
which had contracted with intermediary business groups to handle private 
sector job development and staff liaison.^ 

The retention rate analysis (see Table 20) indicates that several 

factors had such a small effect on employer retention that they might 

2 __ _ 

have occurred by chance. Unfortunately, several of these statisti- 
cally insignificant factors are of some policy interest since they are 
connected with particular implementation sr.ratiegies or with employer 
perceptions of prime spor.>or performance. These included whether the 
employers had asked for, bt* - received, youths with particular skill 

qualifications; whether the employers found program staff to be notably 



In addition^ whether the employer was at the Mississippi site was 
included as a factor since Mississippi vas unique in operating at a 75 
percent wage subsidy. 

The overall retention rate displayed m Table 20^ 92.8 percent, is 
higher than the 87 percent unadjusted rat e. This reflects a property of 
the logistic regressibh technique applied. See Appendix B for a techni- 
cal discussion. Significance teste were made cbmparihg retehtlbh rates 
for employers with a__given characteris_tLc to retention rates for eSrloy- 
ers_ without the charac. eristic. „ Where more than, one comparison was 
possible, ^ c^rofirison group was identified against which aTl 'Signifi- 
cance tests were made. For example, retention rates for firtns fmpioying 
youths with above average work habits were compared with the tot*^"^ion 
rate for firms employing youths with average work habits. ^iritis erjilbv- 
ing youths with abbve average and below average work hat ts renndincd 
willing to participate at rates significantly different from thr rat* for 
the comparison group. 
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table 20 



KKriHEiSiUON-ADjUStKL RETENTlbN^^ A SAMPLE OF PRIVSTE SECTOR WORK SPONSORS 

BY SELECTED WORK SPONSOR CHARACTERISTICS 



'."huractef I st ics 



Employer Rated Yciuti; Work Habits: 
(Comparison Croup) 



Youth Improved ovr Timt*: 



Youth Required More .Staff Time Than Expected: 



Above Average 
Average 
Below Average 

Yes 
No 

Yes 

No 



Flmplbyer Asked for r>ualified Youths 

t:..i htjC'.- 1 vr.-'l: Youths Meeting Qualifications 

Youths Not Meeting v/ualif ications 
(Comfjarisbh CI roup) Employer Did Not T'.sV for Qup.lif ications 



.'ounselors romid Helpful in Some Area: 
Counselors Found Not Helpful in Some Area: 
Frt.quency of Counselor Contact: 



Yes 
No 



Yes 
No 



Once or More Per weejt 
Twice Per Month 
Once Per Month or Less 



Kmployr-r Approached for Subsidy Reduction: 
Size of irn in Full-Time Fquivalen • - os^ 

Industry Type: 

(Comparison Group* ^ 
.-?»rior Kxperionce with Youtli: 



Yes 
No 

_ 5 Employees 
20 HSiployees 
iOO Employees 

Manufacturing 
Trade 
Service 
"Others 

Yes 
No 



Prior Mxperience with Employment and Training Programs;: Yes 

No 



KiTiplover in Sit*' l.sing business In* ermediaries : 
Employer in Mississippi: 



Yes 
No 



Yes 



Retention R ate 



97:0** 
91.7 

93:8* 
88.7 

89.7* 
94.1 



93.8 
90.9 

91:8 

93.4 
91.5 

93.1 
32.8 

88.4 
92.9 
97.2** 

98.6* 

91:7 

91.7 
92.3 
94.9 

93.1 
94.7 
89.9 
89.7 

94.1* 
90.1 

94. 3 

92:4 

90.7 
93.2 

73.9***^ 









No 


94.5 


Hrtention Rate for all Sit(is 








92 . o 


Sample S: r.o 


493 



r^OLKCE: Logistic regression t ocJel based on cJata from the May 1980 Work Sponsor 

Survey. 

Norr"- See Appendix 3 for nc*:es v-in the ricressibn model used. Estimates are 
r'_ '^'^^^s for which compu te data at<» ^>vaiiabie. jThe average work 
st5on:.or retention aio 86.9 jv -ent bifore adjustment, and 92.8 percent after 

^ i-ti" * ' f*-'^ r^^*. r!l^^ ^ ''^.o^ wor;csites in private sector are shown in 
ippendix .f t 15, meat, r-,-' i.sinc Chi-square tests on regression 

; oof r • cients. for 1 a -.ctL^ri^tic * 



l a) < 



'\re defined as in T2d>le lO, 



•Sighifi in^ t. . >.f.« pe->.e.it l:*vel. 
**Sig»M: -".r -I' r. » ? .v ler t l *vel. 



helpful or unhelpful; and whether the prime sponsor had enlisted the 
coooerat ion of businrs iriermediary groups tc :^':t as employer liaisons; 

factor related to implementation wh i Ud appear to have some 
t on work sponsor r trntion was the deL- t e to which a prime sponsor 
deoenvied on work sponsors coming from the priv.ite sector. There is some 
i--ication that prime sponsors which depended especially heavily on 
private sector participation experienced lower levels of work sponsor 
retention. (See Chart B-1, Appendix B.) Perhaps the relatively greater 
bi;,vien on staff resources required to recruit and serve private sponsors^ 
or cht^ lower degree of selectivity in choosing employers — sinco a large 
niifiber would be necessary for the job pool — may have contributed to 
lower quality of liaison efforts^ youth job matching^ or a lower level of 
interest among employers.^ 

Several other factors also nfluenced t^ employer retention decis- 
ions, all of which seem reasdnab?*". '^ponsdrn mating youths' work habits 
above average were sijEjnif icantly !:.ovl; likely to remain in the sponsor 
pool, and those who found youths' work habits below average were sub- 
stantially more likely to quit. Sponsors who found that youths' work 
habits improved over time were much more likely to remain active than 
those who did not. Those who found that supervision took more time ' nan 
expected had lower retention rates. EmployettS who had agreed to accept 



One of those sites with a relatively high share of private sector 
sponsors, Mississippi^ has a particularly low adjusted part icipatibh 
rare, as table .^0 reveals. It is possible that the lower subsidy level 
tr_ Mississippi may ali * have contributed ti3_ lower fetent ion , but this 
factor cannot be statistically isolated from the other factors which 
distinguished the Mississippi tfite from the others in the survey. 



a reduced subsidy were more likely than average to remain active.^ 
■ - v^^^^r !\.ctor which appeared to have contribated to retention, and one 
that is not so intuitively evident, was the relatively higher retention 
rate for work sponsors who saw program staff less than once a month, it 
seems plausible that the employers with problems initiated more frequent 
contact with program staff than did businesses that were satisfied. 

The regression analysis does not reveal particularly dramatic 
findings in terras of other program implementation strategies . Those 
factors which might be hoped to have an effoct — using intermediaries to 
improve private sector retention; helpful counselors — do not emerge as 
significant. The findings that are significant come down to the si;np:e 
observation that employers with better yduth& i^uaiu active longer. 
This can be partly rescued from tautology by the observation that more 
careful job matching by programs staffs may heJ; -^xviv sponsors fotaln a 
larger pool of private sector work sponsors. Thv ^ simul- 

taneous strength and limitation of the private sector component in the 
Entitl:;nent demonstration: that some degree of "creaming"' in assigning 
youths to the private sector is probably called for; ;ate work 

sponsor assignments are not the optimal ones for all youths. 

Further discussion of private employer incentives to participate, the 
consequences in terms of work quality and labor market dirplacement , and 
more general observations about the place of the private sector component 
in the Entitlement demonstration are discussed in the final chapter. 

^- it shoaia he not^ that, apart from their being relatively. satisfied 
with the bargain, the rules of the subsidy reduction regulation and its 
eligibility criteria make it much more likely that those who accepted 
reduced subsidy would have had youths on board at the time of the survey. 
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Chapter 5 



THE UTILITY OF THE PRIVATE SECTOR COMPONENT 
IN ENTITLEMENT 

Entitlement prime sponsors dedicated a fair degree of effort^ 
increasing over time, to the recruitment of private businesses. their 
ability to obtain nearly 6,dod private employers indicates their success, 
but oh the basis of the Balwimbre and Detroit wage subsidy experiment ^ 
that success came from contacting many more businesses than the 6^000 
that actually signed up. Cumulatively, over half the work sponsors in 
Entitlement were in the private sector; however, the fact that they 
provided work experience for only one-fifth of th^ youth J' work time 
invites the question whether the work experience was of comparably 
higher quality to justify the heavy investment cf prime sponsor staff 
resources. Additionally, there ie a question of displacement. Would the 
factors that contributed to quality also produce work di8pla:C;ement since 
avoidinf^ "make-work" might involve assigning enrollees to jobs that he 
employer would otherwise fill with an unsabsidized worker? 

Both of thete questions can be explored with data from the Entitle- 
ment work quality survey and from an exploratory study of the relation- 
ship between displacement and work quality. The findings ^re presented 
in the two sections that follow. their implications for reaching an 
overall judgment on the utility of a private sector component^ in En- 
titlement or similar youth programs, will be explored in the final 
section where the findings are considered together with those reported 
earlier. 
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Work Qpaiity t^-ihe_Et4^tj^ Deiiionstratlon 

A previous study jri the MDRC series on Entitlement implementation 
has examined the quality of the work experience at a randdtn sample of 520 
worksites which were visited and assessed during the period, November 
1978 thro-ugh November 1979 (Ball, et al., 1980). Consultants and ^^DRe 
field tnonitars visited worksites and interviewed youths and their super- 
visors, following a structured observa::ion and report guide. Over 70 
variables were coded, which were summarized into several major factors. 
These factors were based upon ana^^^sis of the literature on work quality 
and an attempt define operationally the concept of "make-work." The 
factors included: whether the work sponsor believed the youths' work was 
dir :ly related to the sponsor' 5^ mission or business heeds and whether 
it enhanced the sponsor's output; whether the youths were Kept busy, how 
closely the youths interacted with supervisors and other agency staff, 
the quality and content of that interaction, and the supervisor-tb-youth 
iMtio; how the youths rated the experience and whether they thought it 
would help them go^ a job fn the future; the skill content of the work; 
and tb? assessor's independent judgment of the overall quality of the 
work expi?rierice. A full listing of variables and major factors is 
ivided in Appendix C. 

These factors were an-'?lyzed for worksites grouped by Tier I and Tier 
II sites, by sumuier full-time and school year part-time status, and by 
sector of work s^casor. In the M^RG report on work quality, differences 
between the group:. ,f wo-ksites were only reported if quality differences 
on the measured factor met or exceeded the 5 percent statistical signi- 
ficance level (less than one chance in 20 that the difference occurred 
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only by chance). By this significance measure, thi private sector did 
prove distinctive from the other sectors on three factors. Firsts 
for-profit sponsors had a smaller mmher of youths per supervisor than 
public arid nonprofit sectors.' For example, where 56 p.rcent of public 
sector worksices had a orie-td-one ^outh to supervisor ratio, 66 percent 
of for-profi. worksites had this low ratio. And where 15 percent of 
nonprofit worksites had five or more youThs per supervisor, only 4 
percent of for-profit worksites had a ratio this great (Ball, et al. , 
1980:36). . / 

A second quality difference was the degree to which sponsors 
believed that the youtns' work was valuable: in amount, contribution to 
output, and in congr:i.*nce with the sponsor's mission. Private sector 
sponsors were somewhat less likely to value thfe youths' work highly than 
were public and nonprofit sponsors (Bail, et a"., 1980: 46). This 
finding appears to fit with the perception of Entitlement staffs that 
businesses may be somewhat morie critical about the value of empioyin£ 
Entitlement enrol leies than the other sectors. 

A third difference and signlf icantiy different among the three 
sec-.ors " was thf^ youths' perception of the value of the work experi- 
ence. On a scale which included factors such as the youths' perceptions 
that Che work would help them gain job skills, a job reference, a job in 
the future, and a belief that their work was of value to the employer ^ 
youths at private sector worksites gave their experience higher ratir . 
than youths at public or nonprofit worksites. While there may have been 
some selection bias involved in assigning more motivated or job-future- 
oriented youths to private sector worksftes, the youths' perceptions are 
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consistent with the findings reporter iii Chapter 4i that nearly one-fifth 
of the p^tvati work sponsors surveyed iS May 1980 had hired Entitlement 
youths on their Own payroll. 

On other factors, worksites in public, nonprofit aSd for-profit 
worksites did not differ from each other to a statiiti^il ly significant 
degree. When asked whether youths Were kept busy. 88 percent Of the work 
sponsors. 81 percent of the youths at the worksites, and 67 perciSt of 
the site assessors reported that the youths were busy most 5f all of tho 
time, and there were no significant inter-sectpral differences among the 
ratings given by any of the three observing. The frequency, quality, and 
content of supervisor-youth 'nte^ictions also did not significantly vkiy 
between sectors. Further, there were no differences on in ai^regate 
index of positive job characteristics. 

Site assessors assigned an overall rating to the quality of each 
worksite they visited, based upon thkH oWn synthesis of all the charac- 
teristics they had been asked to observe. Their overall finding wii that 
at least 87 percent of all worksites they had visited we« adequate, good 

- _ _ _ I - 

or outstanding, and only 13 percent were of iSidequate quality. Assessor 
ratings among sectors did not differ it the level of confidence reported 
in the work quality study; there were some differences, but at a siiSifi- 
cance level of only .25. indicating there was one chance in fSu^ that the 
differences might be the result of sampling v«iability. The assessor 
scores are distributed by sector in TabU 21. primarily to show the 
general similarity among theS. Nbting that any apparent differincei 
should be regarded with caution,, the principal distinction is thi some- 
what higher incidence of "outstanding" worksites, and the somewhat 
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Table 2i 



PERCENTAGE DISTRIBUTION OF RATINGS OF WORKSITE gUALITY 
. FOR A SAMPLE OF WORK SPONSORS 
ACTIVE BETWEEN SEPTEMSER 1978 AND NOVEMBER 1979, 
BY SECTOR OF WORK SPONSOR 



Assessor 
Worksite ^^feing 


Sector- of Work Sponsor 


For Profit 


Public 


No t-For-Prdf i t 


All Sectors 


Outstanding 


18. e 


12.3 


9.3 


13.5 


Good 


36.5 


34.1 


33.8 


3^.9 


Adequate 


32.8 


40.2 


43.0 


38:3 


Inadequate 


12.7 


13.4 


13.9 


13.3 


Total 


100. d 


100.0 


100.0 


100.0 


Number of 

Worksites Assessed 


189 


180 


151 


520 



SOURCE: Field assessments of a random sample of 520 Ehtitlemeht worksites^ 
conducted as part of MDRC's Quality of Work study. See Ball et al, 1980. 



NOTES: Each worksite in the sample was. assigned an overall ra^ 
according to the _ four categories, indicated in the_ table. A detailed description 
of the assessment methodology can_be found in ?^pendix C and in the published final 
report of the Quality of Work, study. 

Differences between the sectors are significant at the .25 level, as 
measured by Chi-square test. 



sinalier proportion of "adequate" worksites in the private se^bii There 
was riot a distinctly smaller share of inadequate wb^ksites in the private 
sectors 



The findings of the work quality study thus do riot square With Ihe 
expectatioris of iany prime sponeor staff -.hat there w5uld be notable 
quality differences between private and publid hi Sbnprofit worksites, 
it ma^ste that prime sponsor perceptions were colored by their experience 
with the\summer youth employment program in earlier years, which was 
criticized iij^some evaluations for having a high numbed 61 large work- 
sites in public^and nonprofit agencies where so maSy ybaths were assigned 
that it was ofSen difficult to find enoiiih productive activity for 
them. This problem was generally minimal in the YOuth Entitlement 
demonstration.^ * 

Additionally, prime sponsor staffs seem to have piirtaken of the 
general iyth in America that public agencies, bpirating on budgets and 
not sales revenues, have less incentive to avoid "make-work" jobs. While 
this is probably true to some extent, the tightness of local budgeti in • 
the I5l70sj combined with the year-round job assignments and ^iatively 
small numbers of youths assigned per worksite in Erititliient, may have 
dampened this tendency; 

Work Qua l ity arid Displacement in the Private Sector 

Iri the 1977 Youth Act, Congress impressed a dual mandate upon prfie 
sponsors who developed subsidized work experience bppbrtunities for 



^Compare, for example, General Accounting Office, 1979, and General 
Accounting Office, 1980. 
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youths. Oh the one hahd^ it said that the jobs should be real and 
meaningful^ hot "make-wbrki'' On the other; jobs created with a subsidy 
wer-e not meant to displace!* opportunities for workers who would otheivise 
have been employed. There should be a net creation of hew jobs. Imple- 
mehtihg these two mandates together, each in itself w!th an apparently 
clear policy iriicent, m^y pose a dilemma. If jobs created are meaningful 
and not superfluous to an employer's needs , then might the employer not 
hire someone without a subsidy to perform them? Is it the case that the 
higher the quality of the job (and therefore the less likely that it is 
make^wbrk), the greater the likelihood that the employer will displace 
someone else by accepting a subsidized youth? 

The work quality study in Entitlement offered the possibility of 
exploring whether such, a relatibhship might have existed. To examine 
this question, site asessors who visited private sector worksites 
in the summer and fail of 1979 were trained to use a field evaluation 

methodology which assessed the degree of displacement that had likely 

- 1 -- - - - i _ - _ -- - _ _ - - 

occurred. Since the| assessors also assigned ah overall quality ratlhg 

to each of these worksites ^ it was possible to examine any interrelation- 
ship between displacement- and work quality. 

There is no simple answer to the question, "Would an employer 



The evaluatibh method utilized was a mbdif ica£ioh of the field 
network evaluation strategy deverbped by the Brbbkings Institution _ for 
the study of displaceineht in CETA public _service^^_^^ prbgramsi 
The_ jp_rivat€ _secti)jci .displacement estimates in this report should be 
regarded as preiiminaryi A more elaborate analysis of displacement in 
public, nonprofit, and private sector worksites, using two estimation 
methods, is currently being conducted by Unicon Research Corporation 
under contract to MDRC. Results of that analysis will be available ih 
July 1981. 



-74- 



QmnMse_have hired ^omeone to do the work asiiried to a subsidised 

youth?" One must asoess the previous hiring pattern of the eipibyer, the 
employer's pattern of growth or decline, and" the iipibyir's hiring plans 
before any subsidy opportunity existed. A job created with a subsidy may 
also be partly a new position and partly some displacement of work for 
which an employee might have been hired or a supplier contracted. The 
categories of job creation and displacement, and the cbSSipt or partial 
displacement, are discussed at some length in Appendix C. 

Using the results of the displacement estimation methodology, the 
degree of displacement was regressed against assessor quality ratings, 
while controlling for a range of factors that included sponsor industry, 
size, employer's perception of the advantages in sponsoring Entitleinerit 
youths, and other factors. The analysis reveals that there is indeed a 
relationship between the work quality rating and degree of displaceSiSt i 
Compared to worksites judged inadequate, Worksites assessed as "adequate" 
displayed 14 percent more displacement^ those found "good" showed 18 
percent more, and those found "outstanding" showed 22 percent more 
displacement. Only the last coefficient, however, was statistically 
sighif leant. 

Considering the quality factors which influenced iite aiiessor 
scores (See Ball, et al. , 1980: 70) -- the degrei i6 which youths Were 
kept busy, the skill and training content of the job, the degree to which 
the work sponsor valued the youth's cent ri out ibri, and other factori — 
work sponsors who did not have enough Work^ whose work was si^le and 
repetitive, and who did riot think the work particularly importarit were 
less likely to displace work for others i Unfortunately, these very 
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chafacteriitics are not desirable attriSutei 5f k Work experience that is 
intended to foster good work habiti for youths. The work quality itudy 
found that the youths theiseives valued these kinds of expeSeScii less, 
and that they perceived their jobs to be more meaningful if they believed 
the employer needed the work they were doing. 

The congressional rationale prbhibitini "make-Wbrk" is clear, 
particularly in connection with aS exeipiary work experience fo^ tiiS- 
agers. The matter of displacement and its impacts, on the othkr hand, 
appears to encompass several implicit policy judpeiiti, ibie of which may 
compete with each other. To the extent that dispiicement can be accu^ 
rateiy estimated — a subject of s6ie diipute, given the necessity tb 
anravel employers' intentions in the absence of a subsidy - pbiicyiaikere 
might attach higher priority to avoiding some types of diipiacement over 
others. 

The question to consider is, "Who is being displaced, to the exteht 
that it occurs?" If Entitieient participants, who are ecbSbiiciliy 
disadvantaged, simply get a work experience at the expeSii 8f other poor 
youths, the net benefit to society is problemati^i, although policy- 
makers might consider whether the participiSt's agreement to stay in 
school is worth rewarding. If those diipiaced are disadvantaged adSlts, 
policymakers should balance whether the "social investmerit" ±S p5o? 
youths is worth the foregone work opportunity for dlsadvaitiged adults, 
or whether it is more important to protect adult breadwinners. If the 
displaced are non-poOr youths ~ particularly if they have a broadi^ 
range of alternatives available to tfiem — is the redistrlbutlve Effect 
ail acceptable one? Of coarse, displacement and redlstrfbuti^ effects 
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are reduced to the extent that a local economy is expanding^ Unfortu- 
nately i that is not the situation in tnany of the cbmmuhities that have 
high concentrations of disadvantaged youths and adults. 

Another set of questions that might affect "the policy consideration 
of displacement is "What firms benefit, in what ways, from exploiting 
subsidized displacement, and to what extent is that inconsistent with 
program purposes and other policies?" One factor to note is that, 
displacement aside ^ firms spbhsbrihg Entitlement youths will probably not 
get as much output from those youths as from more experienced workers or 
from workers hired without a subsidy. That part of the subsidy which 
pays for "training" co^ts, in return for the employer accepting a youth 
who would not otherwise have been hired ^ may be socially equitable. This 
is the rationale behind subsidizing bh-the-jbb training of disadvantaged 
workers. Beyond that, however, if an employer benefits frotn full or 
partial displacement, policymakers might consider whether the additional 
subsidy above fbregbtie productivity is a fair reward to a socially 
conscientious employer. 

A related question points to a different cluster of policy cdncertis. 
If the firms most likely to accept subsidized Entitlement participants 
are youtig firms struggling tb get established (as the V7age subsidy 
experiment indicates)^ and if those firmis are located In economicaiiy 
distressed neighborhoods (as was the case with many Entitlement work 
sponsors), then some subsidy reward to their enterprise might be cori- 
sldere^d an economic development Investment • Of cburse ^ a completely 
"free" enterprise philosophy would jargue against prolot^ing the life of a 
marginal business, and against any other form of tS of budget subsidy to 
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business. 

The available data do not indicate which of these displacement 
impacts was most prominent with private sector work sponsors in Entitle-^ 
meat, although there is reason to believe that all were present to some 
extent. It is characteristic of policy mandates — arid cbrigressibrial 
intents in YEDPA and CETA are no exceptibri ~ ribt tb articulate priori- 
ties among the spillover cbsts (br benefitsj that may result from that 
policy. Nbr dbes the simple argument of economic efficiency — that 
subsidizing employment should add a full incretnerit tb output ~ offer 
clear guidance where there is the kind of public-private entanglement 
that characterizes advariced ecbribmies like the United States i A flat 
prohibition agairist displacement, while appealing from an ecoiibmic 
efficiericy viewpbint and supported by some interests, may rieglect 
impbrtant values and competing intereists. Presumably^ better policy 
would arise from a more coriscibus balaricihg of those values and in- 
terests. Clearly, hbwever^ If there is a strong emphasis In youth 
empibymerit prbgrams on avoiding "make-work," pa^t of the price bf sub- 
sidizing private sector work sponsors is some degree of displacements 

S m TT mary and Concl u&iori ; 

Substan ^iarl Benefits Tempered by Attendant Costs 

Frbm the perspective of the Entitlement operators cbrice tried with 
prbviding good work experience for youths, there were clearly several 
benefits in recruiting private sector businesses. First, access to the 
private sector facilitated the prbvlsibn bf work experience to all 
enrolleejs. Mariy private businesses were locateS within the participants' 
rieighbbrhbbdSi and enrollees found it easier to work the 10-15 hburs per 



week after school. Youths who grere assigned to private employers also 
tended to value the experience more highly than youths assigned to other 
spbnsbrsi Furthermore, the great majority of employers were generally 
satisfied with the perf ortnance of the participants assigned to them and 
the program staff who assisted them* One-fifth of the private businesses 
subsequently hired Entitlement youths onto their own payrolls i 

That the quality of private sector worksites was not found to be 
distinctively better than the more traditional public or nonprofit 
worksites^ contrary to prime sponsor expectations, and that there is 
displacement in the private sector which increases with quality^ indi- 
cate, however, that the private sector bptibh was not ah unalloyed 
benefit. Additionally, the uhwillinghess of many private businesses to 
participate as work sponsors ^ even at full subsidy, raised the cost of 
recruiting them. Their greatly reduced responsiveness to smaller subsidy 
levels also may raise some question about the ease of replicating a youth 
job guarantee (or other youth work experience programs) with a strong 
private sector emphasis. 

As discussed^ the conditions surrounding the wage subsidy experiment 
on balance probably constrained business incentives so that the findings 
may be a lower bound estimate of buniness participation in Entitlement. 
The full subsidy participation rates over the course of the demonstra- 
tion, had they been systematically measured^ would probably have been 
higher than the 18 percent participation rate of the Baltimore and 
Detroit experimental firms. Even presuming that these take-up rates 
could have been as high as 25 percent, this still means that prime 
sponsors would have had to allocate a fairly large share of job deveibp- 
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merit resources to recruit private businesisess cbritactihg four busiriessei 
to sigh Up bne work ipbnsor — who would usually employ only brie y5nth. 
This contrasts with procedure^ for recruitirig public or ribriprofit spon^" 
sors who generally spbnsbr youths each summer, and where lining up 
commitments is more a matter of simply asking those agericies hbW many 
youths they have wbrk for and can effectively supervise. 

Recruitment costs at the frbnt end generate follow-up and liaison 
costs as well, which were greater for private work sponsors than for 
sponsors in the other sectbrs given the smaller number bf ybut<hs assigri- 
ed per sponsor. A reasonable estimate about recruitmeSt arid ongoing 
liaison efforts, with the differences in: strategy irid ybuth assignment 
patterns, is that it costs three tb four times as much per employer to 
recruit and work with a private sector sponsor. And, if the EntitliSirit 
legislation had imposed a 50 or 75 percent ceiling on the stibsidy tb the 
private sector, the subsidy variatibn experiment firidings indicate that 
the recruitment cost per sponsor might have been doubled or quadrupled 
again. Further^ if emplbyers whb were asked to pay part bf the wage 
cost wbuld not participate as long, being more readily frustrated by 
problems with youths or program administration, theri recruitment costs 
would increase even mbre. 

The fact^ therefbre, that Erit it lement prime sponsors recruited large 
numbers of private emplbyers — in the face bf a relatively greater 
burden on staff resources and the rather small propoftiori bf resulting 
job hours — is testament tb the general enthusiasm which many of them 
shared for making a link to the private sector. Part of the inducement 
for this level of effbrt on their part was the program requirement for 
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gaaranteetng year-round work experience to all eiigible youths who 
enrolled. In another sort of youth program ~ with fixed slot levels 
atid the corresponding bbandaries on administrative staff budgets 
priipe sponsors might not have sustained their enthusiasm for an ongoing 
private sector component, especially if lower subsidy levels made 
recruittae life even more difficult. 

There were, of course, othet benefits^,to the isubsidy than the 
greater ease of the guarantee, liyi most notable of these is probably the 
greater likelihood that private employers will subseqaently hire youths 
onto their own payroll; this has always been a principal rationale for 
private sector strategies in manpower progratntning , It would be an 
overstatement with youth work experience programs, however, to charac- 
terize great proportions of these private sector job placements as 
"permanent" Jobs. The after-school and sunSer jobs which high school 
youths take do not often lead to stable etnpldytnent with the same em- 
ployer, or even in the same occupation. Changing jobs and episodic labor 
force attachment are fairly typical of teenagers. Entitlement does, 
however, provide a private sector opportunity to a disadvantaged youth 
who' othetwise might, hot have found such a job. Experience in the private 
sector — where a job may seem more "real" to a youth or be perceived as 
a good credential for future employment — might offer a positive induce- 
ment to learning job skills. 

The wage subsidy experiment findings invite one inore dbservatibh. 
When privati employers were asked to commit themselves to a temporary 
work experience for disadvantaged teenagers, less than one-fifth of 
those who were proffered a full wage subsidy agreed to participate. Only 
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5 percent of the employers asked to pay $1.65 per hour (half of the 1980 
minimiin wage) agreed to the bargain. The particular circumstances of the 
subsidy variation experiment should be borne in mind, of coarse, and 
employers would undoubtedly face different incentives in considering 
whether to hire a youth on the regular payroll. Nonetheless, the notable 
lack of employer demand for disadvantaged Entitlement participants may 
raise questions about private sector responsiveness to .hiring poor and 
minority youths at costs beiow the minimum wage, were the Fair Labor 
Standards Act to be so amended. 
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APPENDIX A 
tllK WACK SUBSinY VARIATION EXPijRUiENT 

Tlu. dtKcuKHloh In Chaptor J of the Whro Subsidy Variation Kxpc?tS5nt 
tvllvH Oh two sources of data, oxperlmeritril Job contact Fecord cards 
..nd ii survey of a sample of employers conducted by MDRC. These data are 
described below, ninny, with the methods ased to produce regression 
adjusted pa rt Ic I pa 1 1 on rates with the survey data. 

Data oh the overall exportmentnl sample were collected thr-miRh job 
contact cards filled out by experimental Job deveiopers. these cards 
were used to keep track of experimental employer contacts arid to indicate 
the number of firms In Baltimore and Detroit that accepted the Kntltiiraent 
offer at each subsidy level. Table A-1 shows the number 5f firms con- 
tacted and agreeing to participate at each site aSd subsidy level. Those 
figures are ased to calculate "raw" part t^ipit ion rates. It is notable 
that partlclpatlbri at the two sites differs, with more firms agreeiSg to 
participate at a 100 percent wage subsidy In Baltimore thiS in Detroit. 
Within each site, pa rt Icl pat lori at the partial subsidy is signlf IcariCly 
lower than part Iclpat lori at the full subsidy. 

The Job contact cards are usefal in ideritifylrig the overall tiSlv^rso 
of experlinerital firms but not very useful iri describing theS. to further 
describe the firms contacted dUrlrig the experiment ind identify factors 
Which Influence participation, a telephSne survey was cbriducted on a 
random sample of these firms. Klght separate samples vere dfawn to 
rcflpt the different subsidy levels and positive or Seiatlve respbriSeS 
to the program offer at differerit sites. 

Because of the small number of lower-subsidy acceptors (less than 50 

-85- 

ilu 



Tablij A-1 



PAkTrCTI^ATION RATK Oi' PIUVATK SKCTdK KMPLOYKKj* 
IN TliK VVACK SUHSIDY VARIATION KXPKRtMKNt 
HY SITK AND SUBSIDY l,KVKL 



Site ami SulwM dy Ix? I 

Ha 1 1 itnorc 

bO% Waqc Subsidy 
Wacjc SubiUdy 



7r»ti Watjc Subiudy 



Total 



Nunibi? r^c ) i' L:m]^> 1 oye ri: 

Aijrboi uq t o 
CoiitacLoci Ptjrt ici juit (? 



()10 



4(> 

11 ^ 



44 
HI 

:?H4 



Halo'* 



7. 'j'K**** 
20. U 



7 . 7 'i, * * * * 



SOORCfc:; Tabulation ot Waqo Subsidy Variation record cardii fiJled out by job 
dc*vel<>pers in H.iitimbre arid Detroit. 

NOTES: thesfj fiqures update ficjures rtjpdrted in Folder, Research Cesiqn ami 
implementation Report 1 Th£ Wage Subsidy Variation of Uw Y outh KruTtTemeJitTr^^ 
joct, SRI International, 1980. Figures in thii; tabic reflect the oJ imii^bVrof 
duplicate record cards and the resolution of all caae;^ identified as "pendinq" in 
Folder report. Pehdinq firmu that siqned worksite aqreemontH by Auqust of lOHO 
are counted here a« participatinq. Pendinq firm?: that had not si<,ned acjreementH 
as o! thiH date are treated as ijonrparticipantjj, reqardle»H of whether t hc»y 
indicated ah ihtcsreat in future particip^it ioii . 



^"Participation rate" refers to the* lunccMii. of tlie tMni»Jc)ycrs coiitacted 

that, atjreeci to j>arti cipate as work sponsor s, 

:: ^I'he t-Htatiatic for the di f forence tetweon take up r«'itej^ for SO* 

and iOOi; subsidy levels in Baltimore is f>.30. The t-statistic for I ho di f i er cMu t^ 
between take up rates for the 75% and 100* subsidy levels in Detroit is 4.()(), 
Sitjnif icance is measureri by two-taitod tests. 



**»*Siqni f icant at the 0.1 percent level 
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at o»c\i «ltb)» rill employees in thin grm.p wore l,u l„<l..cl i„ tlu. snmpii.. 
The romrilnlHK strata wore s^.ttiplod so that oaH, would be HimMnr 1 i, sl/.e 
to tf,e iowe^-Kubsldy aeccptor strata. The reSalniuM si.n.ple members were 
d^awn randomly from within their stn.ta at rates >.eeessarv to obtain the 
dc.mrod sample slr.es. 1„ ajj, s.Mne 5 V, 1 1 rms were 1 ne huled In the 
B.-implc, out of whleh 311 Interviews were completed, represent luK a ',8 
percent response rate. Response, rates were lower amouK refusers , 
pereont) than amon^ acceptors (72 percent), and lower in Detroit (.S2 
poreent) than In Baltimore penem). The proportion of firms within 

oarh stratum in the universe of ,)ob contact record cards and In the 
Hurv-y sample Is shown h. Table A-2. Table A-2 also shows the welKhts 
which were used to estimate the characteristics of the population of 
firms contacted durlnj.. the WaRe Subsidy Variation Kxperlment. WeUhtK 
are necessary since the relative size of each stratum of the sample 
differs from the size of the same stratum In the p(,pulatlon of employers 
c<»nt acted. 

Tlie (luestlonhalre asked employers whether they had agreed to partl- 
Mpate as work sponsors, for descriptive Information on their f I rmH . and 
for the reasons for their participation decision. Interviews were 
conducted In AuKust 19H() by experienced telephone Interviewers on consul- 
tant contract to MDRt:, and took approximately five minutes to ccnplete. 
The questionnaire will be sent to Interested researchers on roqt.oBt. 

Wage Subsidy Variation Experimental data were Ratherod at only two 
sites. If Renerallr.ntlons ^re to bo made from these data. It 1« impor- 
tant to be able to determltle how similar the experimental firms are to 
the universe of all firms In the two sites, and whether the rharactorlH- 
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Table A-2 



CALCULATION OF WEIGHTS APPLIED TO WAGE SUBSIDY VARIATION SURVEY DATA 
FOR USE IN PROJECTING OUTCOMES OF TliE WAGE SUBSIDY VARIATION EXPERIMENT 



oluO ATtU oUDSiay IjGVGX 


i u Kxpcr Imont 
(A) 


1 

Proiiortibn 
of Sample 
(D) 




Weight for 
Roqresfiibn 


DAXuxinoro UDsoirvacions 








Agrebd at 100% Subsidy 


5.0 


J 7. 9 


0. i!Hb 




2 d 






Refused at 100% subsidy 


19:9 


12,0 




Refused at 50% Subsidy 


25.0 


14. 9 




Detroit Observations 


i 






Agreed. at 100% Subsidy 


3.6 


12.7 


U. 2H4 


Agreed at 75% Subsidy 


. 2.0 


ii.4 


0. 172 


Refused at 100% Subsidy 


19.4 


10.4 


1 . nm 


Refused at 75% Subsidy 


23.2 


9.7 


2 . JBO 


Total Number of Observations 


2256 


308 


N.A. 



SOURCE: Tabulation of Wage Subsidy Variation record cards filled out by job 
ddveldpors in Baltimore and Detroit, and data from the Wage Subsidy Variation 
. Survey. 

- - • . - - ______ ... . . _ ... 

NOTES;. Weights^. column (C) ^ are calculated by dividing the proportion in 

column (A) by the proportion in column (B) ^ 



Weights for Regression e'^tioiates were based on the 30H cases in the 
sample in which employers were clearly participants or non-participants. A total 
of 311 firms Were interviewed, but three off these were fbilnd to be pending. They 
had been contacted by the Entitlement program, were waiting for recontact and ex- 
pressed an interest in participation. These firms were not treated as either 
participants or non-participants because of their ambiguous status^ 

Weights for frequency distributions included in Table A-5, where no 
participation rates are calculated, are based on all 311 cases in the survey sample, 
with the thiree pending cases included in the strata from which they were originally 
dra%m. 
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tics and behavior of the part icipnt i ng firtnis in the fiampie are typical of 
the demons t rat ion as a whole; the evidence available for comparison is 
limited, but some information can be brought to bear 6n both quest ions; 

The characteristics of firms approached in Baltimore and Detroit 
during experimental job development can be compared with the character- 
istics of all firnss in these cities, in a rough way using data on em- 
ployers in Baltimore and Detroit from County Business Patterns. County 
Business Patterns rely on FICA tax data to count the number of employers 
in U.S. counties by sizi> and sector. there are Some problems, however, 
in comparing FICA data with survey data. All non-public employers whose 
employees are covered by FICA are included, so that some nonprofits are 
counted in this data.' Also, FICA data are available only for the City 
of Baltimore and for Wayne County Michigan, the boundaries of which are 
not coterminous with the areas of experimental job development. Despite 
these factors, the comparisoriil of the distribution of employers by size 
and sector in County Business Patl^erns with similar distributions from 
the Wage .Subsidy Variation Surveyj in Table A-3, show that firms ap- 
proached during the experiment a r^'ndt"^ extremely atypical of firms paying 

FICA in the same county. / 

/ 

Evidence of the similarity between firms approached by exjjeriisent al 
job developers and other Entitlement work sponsors can be drawn f^oS 
comparisons of the Wage Subsidy Variation survey data with data from two 
other MDRC surveys at 12 demonstration sites: the May 1980 Work Sponsor 



_ County -Business Patterns data in table A-3 exclude educJtLiorial 
institutions since these are not treated as private secfbr work sponsors 
in Entitlement even if they are private profit-making institutions. 
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Table A-3 



PERCENTAGE DISTRIBUTION OF ALL PRIVAlt EMPIJDY IN BALTIMORE AND DETROIT 
THAT PAID SdeiAt SEeORil* TWffiS^ 

And of a sample of the privato employers in toose cities 
toat were contocted in the wage subsidy variation experiment 
by number of employees and industrial type 



Pe rcetit^ o f Priv a t e Em fi loyers 







BaitiTOore 


— Detr 










Wage 




Wage 






Paid FICA 


Subsidy 


Paid FICA 


Subsidy 






in 1978 


Variation 


in 1978 


Variation 


Namber of Employees:^ 
















2'?.h 


4 7 . 7 


Ui. 'i 








\ \ . H 


1 . I 


t*0.(> 


10-10 




14. i 


j ^.M 


I '3 .0 


17.4 








r.. ') 


') . 


H. .i 






t . ') 


1 .H 


i. S 






:?.{) 


4.4 


1 . M 


:» . 7 






O.t. 


0. I 


0 . () 


0.0 








l).0 


0 . J 


().{) 


1 000 ♦ 






1 . I 


() . \ 


0 .0 


Total 




loo .0 


loo.o 




M / 1 / . (1 


Industrial Type I 












Agricui tare/Forestry/ 










Mining/Construction 


'<> . M 


().<) 


7. i 


7.', 


Manufacturing 




7.7 


7.7 


9.4 


S. I 


Transp>ortatibn 




4.0 


i.S 




0.0 


Trade 








iH. 4 




Finance/Insurance/Real Estate 


i 1 . t 


9. i 


H.O 


I - 1\ 


Services 






20 . 4 


U).') 


IH.4 


Miscellaneoas 






O.O 


J . 4 


0.0 


Total 




100 .0 


100 .0 


100.0 


1.0().0 



SOURCE: Wage Subsidy Variation Survey Data, and County Business Patterns 
(Wayne County and Baltinvore 19785 published by the Department of Commerce in 
1980. 



__ NOTES: „ .Percent ly not sum to 100 due to rounding. The Baltimore Wage 
Stibsidy Variation dat. for 161 cases. The Detroit Wage Subsidy Variation 

data are for 151 cases. 

^Theie data exclude educational institutions. 

^Detroit data are for Wayhe County, which includes areas 
outside Detroit city limits. 

^Number o£ employees is the sum of the number of part-time 
and full-time employees. 



Survi.y a.ul the- 1979 Quaiity ui Work s„rv..y. ' |„ ,ii ^ lu Co sn. 
p.irtI,-ljMtln,, omployors Wi-rv ;,.sk...l: "Why dUl y.,.. .U-ridr to ,..ut 1 .• I pat In 
tlu. proKram?" Tlu- res p.,„,i.« on t iui thr.u- .| .n-K t 1 ohna I r.-s . shown in 
Tabl.. A-4, In.Hratf a basically slniNar pattern. 

It Is also posslblo to compare th.. Inclnstrlal con.p..,; 1 1 1 on .,l | | ,„,« 
|W.rticlpatln>, 1„ th.. WaM,. Snb.lHy Variation .xpcrlnuMU with that ol oth.-r 
Khtltlomcnt work sponsors. Th.. .Ilstribntlon ol I | rtns aMrc- Inv. to partl- 
«-ll-'t,. In the. Wa>... Subsidy Variation cxpcrlflu.nt tnrns out to .|li l..r I rom 
th,. distribution ol artlv.. work sponsors by Industry In Sept ..ml..' r I «) /4 as 
meaHur..d by t ho 19H,) Work Sponsor Survey. Far l..w..r mannlacturinK I I r„,s 
(2.1 p.MC.Mt) turned up In tlu. lorm.-r sample than In ( h.. lattrr (H.J 
percent). Wlu.n the d I I I .. rencs between these, pe r.o nt a^,es Is test.-d usInK 
.-. two-talI..d t-test. the reHuUlnR statistic Is !>.//,. which Is HlMnill- 
c-ant at the I p..rcent level. The dlMeronc.. may Indicate that I .-we r 
.nanufacturers were willing to participate In the bad econon.ic conditions 
ol the .sprinp. of 1980 than In the better conditions ol Sept .Mnl,.. r 1979 , or 
.•. dirierenc.. between the recept I venesM of manul actur I uk T I rms to tlu- 
Kntltlement offer in the two WaRe Subsidy Variation cltl,.H versus other 
d.'monslrat Ion cltl..s. ' ^ 

Use of the welght.-d survey sample makes It posMible to ..stiinat.. the 
<-lwiracterlstlcH of f I .ms contacted durluR the WaKe Subsidy Varlati 
Kxperiment. Table A-5 shows tl.r clu.ract,..rl st Ics oi these f I nns 
variety of measures. Data on- th.-se characteristics wer.. used to produe. 
rcRression ..stImnteK of participation. RoKresHlon estimates are valuable 



Th..«e surveys are dlscusHed further In Appendices b and C. 
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Table H 



^ , ■ . ^^'^'^EOTSdE DiSTkiBUTION OF:«NS FOR; FAKTICirAWOlJ OH PfeFCElViiD ADVANTAGES OF PARTICIPATION " 
™ By «E SAMPLES OF PRIVATE SE^H «OHK SPONSORS, BV PERCENT OP SPONSOR. REPORTING 



Quality of Work/ - 
Labor Market Survey^ 



jluJSQj u. f(jr Of rorceivd AdVantj^ej of partici pation 
Jlioa-. labor, no wa(jO Cost 
Ciiance tu -Jo something for disadvantaged youth 



Qi&i to look over unskilled workers for possible 
later hire 

''o^'Ui-ility of expaiidimj output temporarily 

tiu:,:,.' tu ;;jve iMtivated youth wiUinq to both 
■ilil: M] work 

■liMEil |iajj(;rwc-rk 

i.han..T r.j (.■nijiloy aperific youth kiiown to eciployer 
\ "..'n.-r) 

uVjiie •luiiti'u.M.'d) 



Percent of Sponsors 
Reporting Advan tage^ 

7i.2 

2U 

12.8 

11:2 

•i;o 
3.2 
b.u 
2:i 



: :May 1980 
_Wofk Sponsor Survey'^- 



To:a! lima of Aavaiitages or fesoiis Reported 



Total S'Jiifiier of Spbhsdrs interviewed 



234 



125 



Percent of Sponsors 
^Repbrtinfjav an tagc^ 

s4;d 

64.3 
12.1 

12.1 
18.7 

7.2 

'6.8 
6:2 

;i.9 



-Wage Subsidy Variation Survey^ 



Percent 

Sp?"?°P I Reporting Reason. 

as Host liiiportafl^ 



917 



57.8 
67.1 
19.3 

15.5 
2:5 

0.6 
1.2 
5.0 

o;o 



?74 



513 



161 



32:9 
47.9 
B.7 

5.6 
1.2 

0.0 

i;2 

1.8 
0.0 



161 



SSerern^^^^^^^^^ ^^^^--^f^ of..rk/Labor ... Survey 

Sl«n.sof_Survey was adirinistered to a sample of 13 Pel L i LI ^ ^"^^ °f 1979: The May l98d-Work 

The Wage Subsidy Variation Survey .as aMnis e i p S r T'^f' ^ '^^ 

the.Hage Subsidy Variatibn Experknt ExS L al 1 b d - ""^ ^ mmt, M Mroit_„ho had been approached as a part of 
August 1980. T ese surveys a Hu er eS A I"'' of 1980 and interviews were corducted in 

(Quality of Work Surve ' ' '''''''' '"^^^ ''''''^ ' ^^^O Work Sponsor Survey) a d Appendix C 



-„,,-fP- -'^P°f°^=-i"terviewed in these two Surveys were asked whaf advantages to 
agreed to be a work sponsor. «"»ni.aysb tu 



participation they had perceived when they bad originally 
a work sponsor, and then to indicate which reason had, 



Percents in these colunns do not sum to 100 due to multiple responses. 
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Table S-5 

:_PERCiNTAGE DISTRIBUTION OF PRIVATE SfiCTOR EMPLOYERS 
CONTACTED FOR THE WAC^ SyBSIDY.iVARIATION EXPERIMENT, 
BY SELECTED EMPLOYER CHARACTERISTICS 



Charact eristics 



Age of Establishment: 



1-2 Years 
3--10 Years 
: 11-20 Years 
Over 20 Years 
No Response 



Yes 
No 



Yes 
No 



Had Prior Experience with 
Youth Employees: 



Had Prior Experience with 
E&ployment and Training Programs: 



Change in Level of Regular 

Employment over Last Year: InQreaae 

No Change 
Decrease 
No Response 

^"^^^^Is Description of Financial 
Condition: Doing Pretty Well 

Doing OK 
Not Doing Too Well 
No Response 

Manager's Description of Prof itabrility ; 

Moderately or Highly Proritable 
Barely or Not Profitable 



Industry Type: 



Workers Unionized: 



Size of Firm in Full-Time 



No Response 

Manufacturing 
Non-Manufacturing 

Yes 
NO 



Equivalencies: 



: 0-4 , 5 BSiplbyees 
J-i9*!} Employees 
20-99.5 Rraployees 
ibb or more Employees 
No Response 



.Percent 
of Employers 
Contacted 



13.2 
39.7 
20.2 
25.8 
1.1 



59.3 
40.8 



15.4 
84.6 



15.5 
55.5 
28.4 
0.6 



29.6 
48.3 

20.1 
2.0 

57.0 
36.3 

6.7 

6.5 
93.5 

4.6 

95.4 



32.5 
47.6 
14.5 
4.2 
1.3 



Total Sample 



100.0 



Sample Size 



SOURCE: Wage SubBidy Variation Swr/ey data. 
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NOTTES: Survey responses were weighted as described tn Table A-2 
CO estimate the characteristics of the firms contacted by job developers 
durifig the expertraent. Percehts may not sum to 100 due to rounding. 

. ^Full-time equivalencies are measured by counting each 

t^m"! «"»Pl°yee as one-half of a fuli-ttme employee. Employers with no 
empioyee^"^^^'' Entitlement workers, are treated as having 2erb 



.is .1 rmMiis o! ilvsc r I b I m; t lu* d?iui will ii» coutrolitn^* for cilfrorencCB 
hotwi-cn firms oticTCci ilifii'rtMit sUhsldy UwrJs. Kirins of f iTod different 
sftbshlv h•vol^4 in iU'troit should not dIficM- from inuIi other In any 
systeimKle way, since subsidy levels In Detroit were asnlgucd randomly. 
Ill Kalt imore, wliere subsidy level was assigned on the IwihIh of geography, 
systeinatie iHn<TeneeK may exist between the firms offered the two 
subsidy levfvls. Tli(. re>»resslon estimates measure the impart of the 
sithsldv levari, eontrolJMH* lor t liose differences among firms Which could 
be mi'asiired in tho survey. 

Thf re^rrsslon model used to estimate participation is presented in 
Table A-b. This model uses a dummy variable for pa rt ictpat t on equal to 
(Hie f6r thosi' I I rms that signed worksite agreements, zero for firms 
that did not, and missing for the three firms that indicated they were 
willing to sign an agreement but had not been rerontacted by job develop- 
ers. The- variables In Table A-b are relat ively ' self-^explnnntary. All 
an- dtinimy variables except for size of firm, which is meiiSured In full- 
time erpilvalent employees. Full-time equivalencies are estimated by 
coiuit lug each part-time worker as one-half of a full-time worker. Tiie 
variable Identifying firms loc^ited in the original Kntltlomont area of 
Baltimore was included to control for the fact that pa rt let ph t i dri rates 
tliore might differ from pa rt i ci p.it I on rates In other areaf* of the city. 
The model produces the adjitstod participation rates reported In Chapter 
1. These are compared with the "raw" participation rates calculated 
directly from job contact record cards In Table A-7. 

It iM worth noting tliat the difference between participation rates 
ixt the •)() percent and lOO perrtnt subsidy levels In Baltimore in the 



-04- 



T.I]. if A--<. 

/ 

<'*t»i:Fi*i(Mi:N'r;. itr a i<l:;;ui;..:;h»u Mn^Hit. 
r::ilMMAtiN.; tiir; iMjlArrnr •nii; M-h,;nw ijivKi. Ann i:mim.. .Vi:u rjiAUvU Ti;ut::Ti 

««N PAK'TK-IPATION \)V\i\ui\ Tiii; WAi ;K :;tH;;ipV VAinATIof^ I'Xt'lUnMI NT 



V.u t.U»hv; 

M.iiml .11 r tit i t!>| ;:«■. j i»i 



Utlj ».1 I i Uvlh » ;t ittl| •) 

IJtiinht /.ni i'i nn 

I'ti«n iixj'i'i MMji r with Y,.uMi i;in|.h.viMv; 

l"i J.M llHi.nj t, with l:m|-It»vniiMil .iii.l Ti.uuin.j I'l o.ji .uir; 

'tiiiii'io It) ki^<|iij,ti l.ttipK^ytrU'tit r»viM h.i;M Yimi: 

I iii't isi.'ii* 

{t*«'mi».u I ;nMi liitMip) Ni> I 'h.iii ii- 

M.itM.>fM V« DivK t ti'l j.Mi of lMii.nii i.il Coihlit' 

i)t>ui.| Mi ft ! V W«* I 1 
Not Ihuii'l Tno W.'l I 
(<'*»niiM t i riiui iitMui. j Dot ip) oK 

M.tti.i'MM Mi-h Ml>i'il 1*1 tin MiMlnt.itMly .tr lli«ihiy 1' i • > I t t I n 

I'lttn I...,. It,.,! it, (>riM»ti,U ICi 1 t i nK >t « t'.iit i t ) .Mtirnt Aii..i 

Niilrmly l.nvi* I Of t.i I'i nri: 

sn* Siilijii.iy l.i*v*«'I 
i <ly I.fv.jl 

(i*«»mi>.ii I Moti (lump) ;;ult?ii»Iy l.ivnl 

I'oiui t .itit 

U* of (III. |<n.||i»;i'llMtl 

.S t .wul.u «i liiKir (it lhi> KiuitMrjNjDh 



<".M't f i. ii-iit 
ft;H 

t I'. ..I** 

♦ . ; 

' I . ; ; 
- I I . I 

« ; . / * 



» lo; \ 



1 i .(> * * 



'( .lii-l.ii .1 
i i I . .> 



. . J 
■1 . ' 



-1 .!5 



''fMiUrK: j.tiu».ir t t»«|MVMruiHi h.^n..! i>ii .l.il.i oUt.tiii fitiiii (hi* W.ifi. .Uil.Mi.ly V.u l.i t i' mi 

r.urvi'y. WcM.jhtfi n.-iiu! 1 ti ( hn i iMj n.jiM i « m» .»t,* :.)iowii tti 'iMLli^ A-/. 

NO'n;.S: 'Ilif itHMlnl iM h.iM.'.l <itt iho /)t.' <-.i:i.v.( j.x whl-h . oiti) . | ( ,m .iv . n I .,1 . 1 , . ; 
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Table A- 7 

PARTICIPATION RATES AT KACH SUBSiDY LEVEL 
E^STiMATKD BV JOB CONTACT RliCORD CAFIDS AND BY RKGRESSION 



Subiiidy Lovel 


Participatioh Riites Estimated By 








7.5%**** 


^ 4.7'at*** 




7.7^**** 


10.0%* 


100% 


17. Oi- 


IB. 2% 


All Subsidy Levolti 


12,6% 


12.6% 


Sample Size 




282 



S(")UKCK: T.il>u lat i<jii ot Waqi* ;;uh:;iciy Varialjou 
Kxperimeht record cards filled but by job developers in 
Baltimore and Detroit ^ and linear rogrdssibn based on 
data ddvo loped from the Wage Subsidy Variation Survey, 

NOTKS: Without weighting, the average participation 
rate estimated by regression would be 53%. V-oights used 
iD ^^® J'fgj^efsipii jare:^ Table A-2. The regression 

model used is shown in Table A-H. 



Participation rates calculated from record cards for 
50% and 75% siobsidy levels are significantly different 
from the participation rate for firms offered full sub-, 
sidies^ where sighificahco is measured using two-tailed 
t-teste._ Significance tcssts for participation rates _ 
estimated by regression are made by comparing participa- 
tion at each partial subsidy level with participation at 
the 100% subsidy level. ^>ignif icance is measured using 
two-tailed t-tests on the regrGssion coefficients for the 
50% and 75% subsidy levels. 



♦significant at the 10 percent level. 
***Signif icdnt at the i percent level. 
****Siqntficant at the 0.1 percent level. 



ERIC 



"raw" data (i2i6 percent, see Table A-1) is quite blbse t5 the difference 
in participation at the two subsidy leveli predicted by the regression 
model (13.6 percent). The corresponding differences between participa- 
tion at the 75 percent and 100 percent subsidy levels in Detroit ire even 
closer, 7i9 percent and 8;2 percent respectively. This shows that random 
assignment of subisidy level to finns in Detroit appears to have worked to « 
control systeKatic differences between the 75 percent and 100 percent 
subsidy firms. The regression essentially averages the two 100 percent 
subsidy participation rates, while controlling f or : differences between 
firms at the two sites which mi^ht affect participation. This procedure 
is legitimate if the relationship betweefi participation and the indepen- 
dent variables is similar in the two sites (see below). 

Several additional variables were tested buqSrot^^^iicluded in the 
final model. These include a variable identifying establishments as a 
branch of another firm or franchise, and variables identifying whether or 
not these firms had the authority to hire youths or participate in 
employment and training programs. Another variable dropped was length 
of time, in months, between the first contact with Entitlement job 
developers and August 1980, the noiinai end of the Entitlement demohstra- 
tidh. None of these variables had much influence over participatioSi 
Although the variable denoting the length of time for which youths were 
known to be available from the Entitlement program might be expected to 
have an important > influence on piarticipation, some employers may hot have 
been told that the program would end in August 1980 ^ and others may have 
expected the program to be continued in some form after that date. The 
.Entitlement program Was, in fact, extended after August 1980, so firms 
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which did riot expect the subsidy to end turned out to be correct. 
Regressions were also estimate^ using size classes to identify non-linear 
relationships between size of firm and participation^ but this did not 
show significant result^. 

Ordinary least squares regression normally is not regarded as 
appropriate for estimating equations with dummy dependent variables.^ 
The relationship between participatidn and the irideperident variables 
described above was also estiinated using a logistic regressiori model, 
which is more appropriate for such data* Unfortunately this model could 
riot be estimated using the weighted data used to predict population 
parameters i The unweighted logistic regression model arid a similar 
unweighted ordinary least squares model did, however, predict participa- 
tion rates which are quite similar. The F-levei for the unweighted 
brdiriary least square model, with variables identical to the weighted 
model, is 2.437, which is significant at the 1 percent level of sig- 
nificance. The variables explain participation better In the regression 
without weights because the proportion of participating firms in the 
sample is close to 50 percent before weighting. Unfortunately, when 
the sample is not weighted^ little can be said about participatibri of 
the population of firms actually apf>rbached by the experimental job 
developers. These factors, cbmbiried with the similarity between weighted 
participatibri rates and "raw" participation rates, indicate that the 



A good discussibn of the problems jraiaed by the use of least squares 
regression for binary dependent variablea is provided in Hanushek and 
Jackson, Statistical Methods for Social Scientists^ . 1977, Chapter 7. 
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weighted least squares model is likely to reliably describe participa- 
tion. 

A remaining issue in the analysis is the extent to which it is 
reasbSabie to pool data from Baltimore and Detroit to estimate one 
participation equation. These data should not be merged if the rela- 
tionship between participation and the explanatory variables differs in 
the two sites. The simiiarity of the relationships at the two sites can 
be tested using analysis of covariance techniques*^ The test for the 
homogeneity of the two relationships is an F-test, in which the sums of 
the squared residuals from the separate regressions for each site are 
compared with the sum of the squared residuals from a regression based 
on all data. The three regressions must have the same explanatory 
variables. The regression model shown in Table A-6 was^ thevefore, 
modified so that the two dunany variables for the two partial subsidies 
were replaced with one dummy variable for a full subsidy* The vaL-iable 
identifying firms located in the old Baltimore Entitlement area was also 
dropped. 

The three regressions necessary to perform the analysis of covari- 
ance are shown in Table A-8. All regressions are weighted, using the 
weights shown in Table A-2. The F-statistic which results when the sums 
of the squared residuals from the three regressions are compared is 
0.201. This F-ievei is not significant at normal levels of significance. 
This means that it is statistically possible to reject the hyothesis 



The procedure used here is taken from Johnston, Econom etric Methods. 
2nd Edition, 1972, pp. 192-207.' 
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COEFflCIENTS OF THREE RtXIBESlilCJN. MOfiELS^ 

ESTIMATING THE .MPACT OF SUBSIDY LEVEL AND EMPLOYER QIARACTERISTICS 
ON PARTICIPATION DURING TOE WAGE SUBSIDY VARIATION EXPERIMENT, 

BY SITE 



Size of E&tdl>lish]nent in Full Tim Equivalenci«8 

Ag« of E:,t4blisnmni:: Yeara 
3-:fc Vc»irs 
7-10 if«4rs 
U'20 Y«Ars 
(Conpdrison Jroupj ovkv Y«fdrs 



UnioniMd Firm 

Prior EKficriwce with Youth Employees 

Prior Experience vi H Ejni.loyment and Triining ?i^T«as 

Change in Regular Enployrnent ovef lAst i^at . 

- iHfi-t^^Hif 

(Comparison J roup) No Ch^nqe 

Nana^«r'« Description of Findnciai Conilition: 
itoinq Pretty WbII 
Not Domq Too well 
fCoiB|j4rt»on Group) Doinq OK 

Manager Described Firm as Moderately or Hi.j«*»ly 
Profitable 

Pull Subiidy Offered to Firm 
Constant 



Both Sites: Copfcined 



Coefficient 



Sample Size 



R^ of Uie Regression 



Standard Error of the Rtf'^resjrion 



♦ 7.9 

- 0^009 
t 13.7*« 

+ 5:j 

♦ 6,0 

♦ 3»7 

- 9.4 
+ 8.0* 

- O.Oi 



♦ 12.^* 
- 0.7 



+ 5.5 



- 2.0 

* 9.9* 

- 2*7 



Standard 
Error 



10*0 
A.2 
5,7 



5.9 
4.6 



4. A 
5.6 



4.6 

4.1 



aaltinore Dat^ Oqly 



Coefficient 



7.7 




3.9 


0.03 




0.01 


6.6 




19.7* 




■f 


6.8 


6.0 




8.1 


5.9 


♦ 


3*8 



284 



:oe2 



J2.76 



- o;9 
♦ 9.1 

+ 7:e 



+ 11.6 
+ i.o 



± 4.7 
- 1.9 



- 2.9 

+ 14.2** 



Standard 
Error 



11.9 

0.03 

JQ.3 
10.5 
9.7 
9.2 

19:7 
6.6 
10.6 



e.4 

8.3 



1,2 
9.9 



7.9 
6.5 



140 



Detroit D a ta OrSy 



Coefficient 



.105 



35.45 



9.3 

0.1 

6.7 
5.1'- 
6.5 
3.0 



- 13.4 
♦ 10.2* 

- 3.1 



♦ 12.5 
- 0.3 



* 4:7 
- 1.4 



* 1.3 

* 7.1 
- 0.4 



144 



.076 



StandAxd 
Error 



12.3 
0.1 

8.4 

8.8 
8.2 

6.1 
7,2 



iO.O 
6*5 



7*5 
7.2 



6.1 
6*0 



31.61 



Table^X-P' ro,jreflsion based on data obtained from the Waqo sobsidy Variation Survey. WeicThts used in the regressions are shown in 



NOTES i 



The n»del is based on the ?84 cmm for which coinplete dataware aval libie. jhe F_ level for the first equation is 1.61, which ie 
iigni^ficant at the iO perceot leyel of lighificihce^ The. F_ levels for tifie secdnd tiro equations ire 0^97 iiid O^TO rsipectiveiy, which are not 
ilunif leant ftf ^cceoted levels of iiqnificance. Significance of individual coefficientii it calculated uein? two tailed t-teat«i* 



^Significant at 10 percent level* 
••Significant at 5 percent level. 



1 



o 

ERIC 



that the^e aie no significant differences betWeeS* the pirticipatibh 
eqdittoai Measured for the two sites, and thit dati from the two sites 
can be safiely pooled. A similar analyiii was conducted on the unweighted 
sample with similar results. 
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APPENDIX B 
SURVEY OF ACTIVE WORK SPONSORS 

Tha data used in Chapter 4 are drawn primarily frbi the MDRC May 
1980 Work Sponsor Survey. This appendix describes that survey, the 
regression models used to estimate work sponsor retention, and other data 
relevant to the analysis in Chapter 4i 

The May 1980 Work Sponsor Survey was administered ib a sample of 
private sector work sponsors who employed EntltJeient youths in Septem- 
ber iy79. The universe of such firms was identified through the Enti- 
tlement Information System, which is MDRC's management information systei 
for the Entitlement Demonstration. It contains cleaned data • on the 
monthly status of all Entitlement work sponsors. 

Work sponsors were sampled in all Tier i sites and at the five Tier 
II sites which had more than a haSdful of private sector worksites. The 
universe of firms and final sample sizes for the survey are described, 
by site. In Table B-i. Firms were sampled in four strata that were 
made up of firms still employing Entitlement youths by January 1980 and 
firms not active at that date in Tier I and Tier II progrkis. The 
largest stratum contained Tier I firms active in January 1980, and 25 
percent of the firms in this stratum was sampled. The remaining strata 
were sampled at a 50 percent rate. Samples were selected randomly 
within strata, except that firms intervitwed in the Quality of Work 
Surveys (see Appendix C) were not used. 

The stratification scheme described above deliberately oversampled 
firms inactivi as of January 1980 and firms in Tier II sites, which 
raised the possibility that the sample would not accurately represent 
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Table B-1 

DlSd?KEBUTldN OF- PRIVATE SECTOR WORK SPONSORS 
ACTIVE IN SEPTEMBER 1979, AND IN^RVIEWED IN MAY 1980, 

BY SITE 



Site 


Number Active 


Nuznber 
interviewed 


Tier I 






Baitiinore 


^Uo 


54 


Boston 


363 


77 


Cincinnati 


123 


23 


Denver 


131 


36 


Detroit 


523 


96 


Ki ng - Shohbmi s h 


103 


27 


Mississippi 


44.^ 


84 


Total Tier I 


2,000 


397 


Tier II 






Hillsborough 


34 


11 


Monterey 


57 


21 


New York 


125 


49 


Philadelphia 


41 


16 


Syracuse 


54 


19 


Total Tier II 


316 


il6 


Total Sainple 


2,3i€ 


513 



SOURCE:. Monthly Perfomcmce Report data from 
the Entitlement Information System and survey records 
for the May 1980 Work Sponsor survey. 
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the universe of firms from Which it was selected. Weights similar tb 
rhbse calculated fo^ the Uage Subsidy Variation Survey were^ therefSre, 
calculated for May 1980 Work Sponsor Survey datai Examination of 
weighted and unweighted frequencies of employer characteristics and 
behavior showed that the weights made very little difference. Some 88.2 
percent of work sponsors employing Entitlement youths in Septimber 1979 
remained willing to do so in May 1980^ according to the weighted data, as 
opposed to 86.9 percent in the unweighted data. These Weights were not 
used in the analysis presented in Chapter 4, Which means that estimates 
of work sponsor retention presented in that chapter are slightly conser- 
vatives 

Interviews were conducted by experienced telephone interviewers 
working under consultant contract to MDRC. Interviews lasted approxi- 
mately 20 minutes. Copies of the questionnaire are available to in- 
terested researchers on request. 

Several of the questions asked in the questionnaire and discussed in 
Chapter 4 pertain to employer experiences with, and reaction to, prime 
sponsor subsidy redaction plans, described in Chapter 2. The character- 
istics of the plans submitted by the various prime sponsors are described 
in Tables B-2 and B-3. In most cases employers were required to pay at 
least 50 percent of Entitlement wages for any youth placed with their 
firm for more than 12 monthsr 

The regression model used to predict work sponsor retention in 
Chapter 4 Was estimated using a logistic repression model, and is shown 
in Table B-4. The dependent variable is a binary variable equal to 
one if a work sponsor employed, or expressed a willingness to employ. 
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Table B-2 



PROCEDUI^S ESTMLISHEb^^B^ TIER I PROGRAM OPERATORS 
TO REDUCE THE LEVEE OF WAGE StmSiDY FOR YOUTH ASSIGNED 
TO PRIVATE SECTOR WORK SPONSORS 



Site 



Subsidy Reduction Procedures 



Baltimore 



Boston 
Xrincinna^., 



Denver 



Detroit 



Kihg-Shbhbmish 



Mississippi 



Bi^ioyer is asked to pay 100% r>f wages at 6 ihbnths if 
enqployer rated youth as very .good or better^ but.pay- 
merit is not mandatory. Bfnpiover pays 50% 9^ wages _at__^ 
12 mcnths if employer rated youth as very good or better- 

Procedure identical to that of Baltimore. 



E^lbyer_ is_ asked to pay 25% c?f wages at 6 months , but 
paj^ent is not mandatory^ Regsurdless^ employer pays 
50% of wages at 12 months, 75% of wages at 18 months > 
arid 100% of wages at 24 months. 

En4)lbyer pays 50% of wages at 12 months and 100% of 
wages at 18 nibhths. 

E^loyer pays 25% of wages at 6 months arid 50% of wages 
at 12 months* 

Eft^loyer pays 50% of wages at 12 months and 100% of 
wages at 18 months. 

No subsidy reduction plari. EmpAdyer pays 25% of wages 
from date of employment. 



SOURCE: Subsidy reduction plans sutetiitted to MDRC by prime sponsors. 
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Table B-3 



PROCEDURES ESTftBtiSHED BY TIER-_II PROGRAM OPERATORS 
TO REDUCF THE LEVEL OF_WAGE SUBSIDY FOR YOUTH ASSIGNED 
TO PRIVATE SECTOR WORK SPONSORS 



Site 


Subsidy Reduction Procedures 


Alachua County 


Employer pays 50% of wages for second half of a contracted 
period based on length of time before youth graduates. 


Albuquerque 


Employer pays 25% of wages at 6 months and 50% of wages at 
12 months. 


Berkeley^ 


For shortrterm placements, the employer pays 100% of wages 
^^1^ employer evaluates youth as employable.. For 
long-term placements, the employer pays 25% of wages at_ 6 
months, 50% of wages at 9 months > 75% of wages at 12 months, 
and 100% of wages at 15 months if employer evaluates youth 
as eir^loyable. 


Daytbri 


No subsidy_reduction_pian. Employer pays 50% of wages 
from date of employment. 


Hillsborough 


Employer pays 50% of wages at 12 months, 75% of wages at 
18 months and 100% of wages at 24 ihon^s. 


Monterey County 


En4)loyer pays 25% of wages at _ 6 months, _50% of wages at 12 
mbhths> hires youth at 18_ months. _ Employer pays same 
per cent aqe at 6 and 12 months of the dif f erenrp bptw^a^an 
minimum wage and regular entry-level wage. 


New York 


anployer pays 50% of wages at 12 itidnths. 


Philadelphia 


Employer pays at least 25% of wages at 6 mdhths> and up_to 
50% depending on rating of youth. The same procedure is 
fblldwed at 12 months if the employer is paying less than 
50%. Employer pays 100% of wages at 18 months. 


Steuben County 


No subsidy reduction plan. No private sector worksites. 


Syracuse 


Employer pays 25% of wages at 6 months <L\<i 50% of wages at 
12 months. 



SOURCE: Subsidy reduction plans submitted to MDRC by prime sponsors i 



NOTE: if a Berkeley employer evaluates the youth as unacceptable, 

youth is removed from worksite. 
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Tabic B-4 



COEFFICIENTS FOR A LINEAR REGRESSION MODEL 
KStTMATiNG Tt^E IMPACT OF V«RK^ SPONSOR CHARACTERISTICS^^^PLi^^^ 

AND PRIME SPONSOR CHARACTERISTICS ON WORK SPONSOR RETENTION 

_^ \ - - X— — 



Variables 



Industry Type 



Manufacturing 
Trade 
Service 

(Cbirparisbn Group) Other Sectors 

; A . : ^: z . : 
Size of Fatablishment in PGll-Tiine Equivalencies 

Prior Experience with Youth ' Employees 

Prior Experience with Emi'.lbytnent anci Training Prog runs 

Employer Asked for Qualified youths and: 

^??9^y***^ y<'' >>hs Meeting Qualifications 
1 Received Youths Not: Meeting gualif icatibhs 

(Comparisor. Group) ESnplbyer did not ask for O^al if ications 



Coefficient 



Employer Rating of Youth Vk>rk Habits: 

Above Average 

B'?low Average 

(Copparison croup) Average 



Youths Performance Improved Over Time 

Youths. Required More Staff Time Than Expected 

Frequency' of Counselor Contact: 

Otice a Week or More 

• ^ Once a Month or Less 

(Comparison Group) Twice a Month 

Counselors Found Helpful in Some Area 

Cdurisexors Found Unhelpful in Some* Area 

Employer Approached for Subsidy Reduction 

Employer in Site Using Business Intermediaries: 

Employer in Mississippi: 

Proportion of Program Worksites in the private Sector 
in September 1979: 

Proportion 
Proportion Squared 

Constant 



+4.6 
+7.2 
+0.07 



+0.01 

+4.8 

+4.1 



+2.6 
-1.7 



+6.7* 
-12.0*** 



+8. 3** 
-5.8* 



-5.9 
+8. 3** 



^2.2 
-0.002 

+10.9** 
-4.4 

-19.5**** 



+1.5**. . 
-0.02*** 



47.5 



Standard 
Error 

6.8 
4.8 

5:o 



0.01 

3.0 

3.7 



3.2 
5.2 



3.4 
4.4 



3.7 
3.2 



3.9 
4.2 



3.4 
4.1 
5:4 
4.4 
4.7 



Q.7:_ 
0:007 



Sample Size 



493 



R of Regression Model 



.159 



Standard Error of the Regression 



31.53 



SOr'RCT: Linear Regression based on data obtainou from the May 1'>B0 !'Tork Ppoh«?or Sur^'ov. 



NOTES: Estimates fire based on thq 493 casos for which complete data are available. 
The F level for Ahis equation is 4.244, which is significant at the 1 percent level of 
significance. 9i<|ni f icance of individual coet't'icients i :w ca Iculated asinq two tailed 
t-toits. / 



_*Signif icant at the 10 percent ; level . 
**Sighif icaht at the 5 percent level. 
***Sign5 f leant at the 1 percent level. 
****Signif icant at the 0.1 percent level. 
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Entitlement youths at the time of Ehe interview. The variable "was cbded 
zero if the employer did not accept an Entitlement youth at the time of 
the interview and was unwilling to do so in the future. The independent 
variables in the model are self-explanatory. All factors, except size of 
firm, the proportion of worksites in the private sector in the local 
Entitlement program and this proportion squared, are binary variables 
coded as one if the variable applies to a given case, and zero if i.t:does 
not. Size of firm is measured in full-time equivalent employees, with 
two part-time employees equal to one full-time equivalent. The propor- 
tion of worksites in the private sector for each program was measured 
using data from the Entitlement Information System. 

The curvilinear relationship between the proportion of program work 
sponsors in the private sector and the retention of these work sponsors 
was noted in the text in Chapter 4. This relationship is identified by 
the program proportion and program proportion squared va^iibies- in Table 
and suggests that, over the range of private sector program emphases 
observed in the sites that were surveyed, private sector work sponsor 
retention rates declined as the proportion of private sector work 
sponsors in the program increased. This relationship Is graphed in Chart 
B-1. The dots on the chart indicate the fitted values for work sponsor 
retention at each site when the program proportion' variables in the 
equ ation \n Tahle^.B-4. are replaced-bj^.^ set of dummy variables for th« 
sites. Except for Mississippi and Hillsborough, these fitted values fit 
the curve rather well. Table B-5 gives the unadjusted values for private 
sector retention at each site for comparison. 

The relationship between worksite retention and employer character- . 



-109- 



131 



i^lATieNSHiP JBETWEEN^ WORK SPONSOR RETENTION 

mD PROPORTION OF PROGRAM WORKSITES IN THE PRIVATE SECTOR, 
AS ESTIMATED BY REGRESSION 



100%! 



5 95%' 



c 
o 

4J 

c 



90% 



g 85%- 

c 

e 

CO 

I 80%-f 



M 
O 
4J 

U 

S 75%4 

> 

£ 70%r 



65%-- 



60% 



King-Snohoniish ^ 
(93-0%) • 



_ Syracus^ (96. i%) 
Boston (95.3%)4|i 

-IT 

Denver (94.5%) 



I Cincinnati (88. 5%) 



Baltimore (98.5%) 
I Philadelphia (96.4%) 



p New York (92.7%) 



^Detroit (89-3%) 



Mississippi (79.2%) 




Hiiisborough (65.7%) ^ 




P Monterey (78*9%) 



10 20 30 40 50 60 70 

Proportion of Program Worksites in the Private Sector (%) 



90 



— — "SOUR CE; two linear regressions. based on data from. the May 1980 Work Sponsor 
Survey. One regression, shown in Table 6-4, established the ctirve, %^ile a 
similar regression established fitted retention rates for each program. 

NOTES: See Table B-S for unadjusted retention rates and sample sizes by 
program. 

: Relationship estimated by regression. 



: Fitted retention rates for individual sponsors, ignoring effects of the 
scale of private sector efforts. 



EKLC 
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Table B-5 



_ WORK SPONSOR RETEOTION BY Sira 

AND FOR SITES USING INTERMEDIARIES AND OTIffiR STRATEGIES 



Prime Sponsor 
Strategy and Site 


N'lmber of 
Employers 
Interviewed 


Jtetentioit Jlate 


Tnterinediary 






Cincinnati 

Hillsborough 
Philadelphia 


: 23 
36 
11 
16 


87.0 
91.7 
90.9 
93.8 


Total Intermediary 


36 


90.7 


Other Sites 






Baltimore 
Boston 
Detroit 
King-Snohomish 
Mississippi 
Monterey 
New York 
: Syracuse 


54 
77 
96 
27 
84 
21 
49 
19 


96.3 
90.9 
79.2 
92.6 
81.0 
76.2 
89.8 
89.5 


Total Other Sites 


343 


87.5 


Total 


513 


86.9 



SOURCE: May 1980 Work Sponsor Survey data. 



_ zziz^^*^^^: : Differences in retention rates for the 
various sites are not statistically significant as 
measured by analysis of. variance. 



istlcs was also estitnated using ordinary least squares. As noted in 
Appendix A^ ordinary least squaries is riot an appropriate e/tiination 
procedure for binary dependent variables of the type used in this modeii 
The least squares specification does have the advantage, however, of 
being readily interpretable, since the least squares cbefficierits are the 
measure of the impact of a given variable on the outcome beirig measured. 
The least squares regression model using the explanatory variables shown 
in Table B~4 is shown in Table B-6. Given the limited variance of the 
dependent variable, this model explains work sponsor retention relatively 
well. The least squares regression model predicts retention rates that 
are generally lower than those predicted by the logistic model, sometimes 
by a^s much as A to 6 percentage points, except where predicted values are 
over 98 percent. The overall retention rate predicted by the least 
squares model was 87.0 percent ' versus 92.8 percent predicted by the 
logistic regression and 86i9 percent calculated from the raw data. All 
coefficients in the least squares regressibri had the same sign arid 
relative significance as those in the logistic regression, although one 
variable — previous experience with youth employees ~ is significant in 
the logistic model when it was not significant in the least squares 
model. Because of greater efficiency, the logistic model was used to 
produce the fitted retention rates preserited iri the text. For reasons of 
simplicity of presentat ibn^ the least squares models will be used in the 
analysis of the impact of "business intermediaries and worksite retention 
in Mississippi which foilcwsi 

The analysts of the impact of intermediary organizations and the 
impact of being a work sponsor in Mississippi calls for more than one 
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Table B-6 



__ . POE^EiCiEOTSiiiTOR A^^ REGRESSION MODEL 

ESTIMATING iTHE IMPACT OF WORK SPONSOR CHARACTERISTICS, EMPLOYER _EiXPER I ENCES, 
AND PRIME SPONSOR CHARACTERISTICS ON WORK SPONSOR RETENTION 





-^^ef ficient 


Standard 
Error 


Industry Type: Manufacturing 

Trade 

1 Service - 

(Comparison Group) Other Sectors 

Size of KstJibl ishment in Full-Time Equivalencies 

Prior Experience with Youth E^nployees 

Prior Experience with Emplojinent and Training Programs 

Employer Asked for Qualified Youths and: 

Received Youths Meeting Qualifications 

. Received Youths Not Meeting Qualifications 

(Conrariscn Group) EJnplbyer did not ask for Qualifications 

rr:p lover Rating of Youth Work Habits: 

Above Average 
Below Average 
(Comparison Groups) Average 

ioutn,^ Forfbrmahce Improved Over Time 

Youthf: F<-quirei More Staff Time Than Expected 

rr*_'quency of Counselor Contact: 

Once a Week: or More 
once a Month or Less 
(Comparison Group) Twice a Month 

Counselors Found Helpful in some Area 

Counselors Found Unhelpful in Some Area 

Errtoyer Spprbached for Subsidy Reduction 

E:m:: lover in Site Using Business Intermediaries: 

Employer in Mississippi: 

Prorortion of Program Worksites in the Private Sector 

in Sort ember 1979: 

Proportion 
Proportion Squared 

Constant 


+ •431 
+ :713 
+ .016 

+ .005 
+ .551 
+ .299 

+ .299 
-.115 

+1.069 
j -.822 

+ .665 
-.609 

-.534 
+ .973 

+ .270 

'-.050 
+1.850 

-.341 
-1.811*** 

. 1 56** 
-.002** 

-2.007 


;668 
.501 

":506 

.004 
.317 
.447 

.346 
.476 

.488 
. 381 

.346 
.319 

.413 
.483 

.361 
.417 
1.083 
. 506 
.474 

.1374 
.001 

1.930 


Sample Size 


49 


3 


-2 X Log Likelihood 


298.97 


Model Chi- Square 


81.66 



SOCRCE: togistic regression based on data obtained from the May 1980 work Sponsor 
Survey. 



... *i^9T?S: Estimates are based on the 493 cases for which complete data are availabl( 
This model is used to produce adjusted retention rates shown in Table 20 and Chart B-1. 
The model ha%> 21 degries of freedom. Significance of individual coeffioi«nts is 
calculated using Chi-Square tests. 



. ^Significant at the 10 percent level; 
_**^ignificant at the 5 percent level. _ 
♦♦♦significant at the 0.1 percent level; 



regression. One could not, for example, control for the itnpact of the 
activities undertaken by intermediaries and then conclude^ using a dummy 
variable for sites uising intermediaries ^ that intermediaries had no 
impact • 

In order to determine the impact of intermediary organizations 
on work sponsor retention, three least squares regressions were compared 
with raw data for work sponsor retention at sites of various types i The 
third and final regression is shown in Table B-6 and includes all vari- 
ables thought appropriate. The remaining two regressions are shown in 
Table B-7. Model A, the first regression, controls only for employer 
characteristics, past experiences, and the proportion of private sector 
work sponsors In each Entitlement program. Model B controls for these 
variables, plus six variables associated with the quality of youths 
supplied to the work sponsor. 

Comparison of the regression coefficients for intermediary organ!- 
zations produced by these regressions with the unadjusted data shows that 
the relative superiority of intermediary organizations in fostering work 
sponsor retention drops as more arid more of their activities are con- 
trolled for, but that retention rates in the sites that use intermedi- 
aries are never significantly different from those sites that do not. 
Mississippi retention rates can be compared in the same manner. The 
results show that Mississippi's reteritibri rate is far higher than it 
would have been if Mississippi employers were not as satisfied with their 
youths and the frequency of counselor contact with employers was not 
lower than in other sites. Table B-8 makes these comparisons explicit. 
As noted in the text , Mississippi was the only program that did not 



Table B-7 



v^^^ -- ---- COEFFICIENTS FiDR TWO LINEAR -REGRESSION MODFtS 

ESTIMATING THE IMPACT OF WORK SPONSOR CHARAcSrisTICS AND PR^^ ONSOR CHARACTE.ISTIci 

ON WORK SPONSOR RETENTION 



y^ariables 



Industry Type: 



Manufacturing 
Trade 
Service 

(Cdmparisbn Group) other Sectors 




Size of Establishment in Full Time Equivalencies 

Prior Experience with Youth Employees 

Prior Experienci with Employment and Training Programs 

Employer Asked for Qualified Youths and; 

Received Youths Meeting Qualifications 

- ; Received Youths Not; Meeting Qualifications 

(Comparison Group) Employer Did Not Ask For Qualifications 

Employer Rating of Youth Wbrk Habits r 

Above Average 
Average 

(Comparison Group) Below Average 
Youths Performance Improved Over Time 
Youths Required More staff Time Than Expected 
Employer in site Using Business Intennediaries : 
Employer in Mississippii 

?^9I^^tion of ProgramzWorkpites in Private 
Sector in September 1979: 

Proportion 
Proportion Squared 

Constant 



+d.dl 


0.01 


1 +o:oi 


i d.di 


-4.9 


3.1 


1 -5.3. 

i 


3.0 


+ <*.3 


3.8 


1 

! +5.1 


3.7 


NA 

NA 


NA 
NA 


; 1 

1 +3.2 , 

I j 


3.2 

5:i 



Sample size 



_ 2 - — 

R of the Regression 



NA 



NA 

NA 
+0.2 
-11.2** 



0.9: 
-o:oi 



68.0 



NA 
NA 



NA 
NA 
4.3 
4.4 



0.07 

d^dd7 



503 



standard Error of the Regfessibn 



.037 



33:07 



+7.1** 
-11.5*** 



+8.3** 
-6.3** 
-1.2 
-13.9**** 



0.8 
-0.01 



63.2 



502 



.128 



31.69 



3.4 
4.3 



3.6 
3.2 
4.2 
4.3 



Q.6:i 
0.007 



SOURCE: Linear regressions based on data obtained from the May 1980 Work Sponsor survey, 
the 5 percent level of significance. The F llvel frrMoHlr« - " ^'^^ ^^^""^ significant at 

*Signif leant at the 10 percent level. 

at the 5 percent level. 
_***Significant at the 1 percent level. 
****Significant at the D.l percent level. 



ERLC 



-115- 



149 



Table B-8 



UNAWUSTED AND ADJUSTED DIFFERENCES BETWEEN PROGRAMS IN PRIVATE SECTOR 
WORK SPONSOR RETENTION, BY SITE GROUPS 



Site-Group^ 


Unadjusted Differences in 
Retention Rate from 
Other Sites 


Differences in Retention Rates froiii Other Sites 
Predicted by Thrnp Regression mpV^-.^ 


Model A 


Model-B 


— We3rC 


Intermediaries 
Mississippi 


+3.2 
-6.5 


+0.2 ■ 
-11:2 ** 


-1.2 

-13.9 **** 


-4.4 

-19.5 **** 



SOURCE: Data was obtained from the May 1980 Jork Sponsor Survey. Unadjusted differences we^e 
calculated from data on Table B-5. Adjusted differences were obtained from linear regression models cased 
on May 1980, Work Sponsor Survey data. 

NOTES: Sample sizes for each group are provided in Table B-5. Sample sizes for regression estimates 
are. reduced by the presence of missing values in the three regression models. 



a.. 



Sites using intermediaries are Cincinnati,, Denver, Hillsborough, and Philadelobia. Retention 
rates for this group and Mississippi are compared with the avirage retention rate for ali. ot^er sites: 



ih Table B- 1 



^ Model A and Model B are Models A and a of Table B- a. Model C is the regression model shown 



_Jignificance of. differences between unadjusted retention rates for the two groups and the 
reinaining_sites_ were measured by F^test using, analysis of variance. The significance of the regression 
^°^_^5^"^"ts for Mississippi and sites using intermediaries produced by Models A through C are measured 
using two tailed t-test£. 



leant at the 5 percent level; 
♦♦Significant at the 0.1 percent level. 



bffer a 100 percent wage subsidy to private secioi sponsors. This 
fact6^, well as otheir factors which differentiate Mississippi from 
other sites, contribute to Hissiisippi's low retention rate. 

A variety of additional variables Were considered for these models 
but were not included. Some such as program tiir, indices of satisfac- 
tion with individual youths, percent of the six most recently employed 
youths fired, and number of private sector work sponsors at a p?og«m 
site, did not have significant and independent influencii on retention. 
Others, such as length of participation as a work sponsor, requests for 
replacement youths and receipt of replacement youths. Were not indepen- 
dent of the outcome variable. These latter variables measure the will- 
ingness of work sponsors to continue participation, and it is therefore 
not valid to speak of these factors as causing 6hinges in work sponsor 
retention. The variable identifying fims approached for subsidy reduc- 
tion is also not independent of the dependent variable, since firms hid 
to be active work sponsors to be approached for subsidy reductiSS. This 
variable identified the high retention rates among fims so approached. 
Its inclusion did not significantly alter the pattern of relationships 
observed among other variables, and it was therefore included as a means 
of better desc^bing the survey sample. 
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APPENDIX (E 

THE WORK QUALITY-DISPLACEMENT RELATIONSHIP 

Data used In Ghipter 5 are drawn primarily froi MDRC's Quality of 
Work Surveys. These surveys were used as the basis of Ball, et al.. The 
Quality of i^the You th Entitlement JteBonsfcratlbn . 1980. The Purvey 

methods and analysis strategies of that study will be summarized in this 
appendix as they apply to the data presented in this study. This apperi-^ 
dix also summarizes data on displacement gathered in two labor Market 
Surveys administered to private secto^ firis as a part of two waves of 
the Quality of Work Surveys, and describes the methods used to estimate 
the relationship between quality of work and displacement. 

Data for the Quality of Work Study were gathered in five survey 
waves over the period between September 1978 and November 1979. The 
first three survey wives were conducted in Tier I sites only, daring the 
1978-1979 school year. The two final survey waves were conducted in the 
summer and fall of 1979 in all Tier I sites and eight Tier II sites. 
Private sector observations Were made in the five Tier II sites with 
significant numbers of private sector work sponsors.^ The Entitleient 
Information System was used to identify the universe of firms to be 
sampled. Data on displacement were gathered for private sector worksites 
in the last two survey w&ves. The survey samples in these two Waves were 
drawn so that sufficient numbers of Tier II sites would be available for 
comparison with Tier I sitfes. 



1 _^ 

Survey!" ^" ^^"^ ^^''^ surveyed in the May 1980 ,Work Sponsor 
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A total of 1,385 work sponsors was randomly drawn for inciasion 
iri this five samples; any firm assessed in a previous survey wave was 
replaced by another sample bbservatibh. Work sponsors were assessed 
only if they actively employed Entitlement youths at the time of survey. 
A total of 520 worksite assessments were conducted, and 125 of these 
observations vere in the private sector and included Labor Market ques- 
tionnaires* 

Site observations were made by field assessors who prepared semi- 
structured narrative reports on each worksite. The assessors were either 
MDRC field staff dut-statidned to the sites with responsibilities for. 
monitoring operations and gathering research data, centrally-based MDRC 
staff with similar functions for their sites (tier II sites, in this 
case), or outside consultants previously involved with MDRC's research 
efforts dn Entitlement. In drder td gather information on a set range of 
topics, the assessors followed a survey instrument which specified that 
they speak to the supervisors of youths and the youths themselves and try 
to observe the work being done by the program youths^ Assessors were 
encouraged to be discursive, but overall the topics covered in the 
reports were organized into five major categories. This factors included 
in each of the five categories and the field assessors' rating scale are 
summarized in Table 6-1 i Each worksite report included a summary narra- 
tive and/ numerical rating of the overall quality of the worksite based on 
/ 

the assessor's observations. For quantitative analysis, the data in the 
narrative assessment reports were formally contentranalyzed by a team of 
four coders, using procedures more fully described in the Quality of Work 
study. The end result of this analysis was a worksite quality rating of 
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Table c-l 



ORSftNIZaUOtf OF TH£ OOALfPV r^- ^ piELD iN RTRnMPMT 

BY^MAJOR WO RK QUALITY JaCTORS AND SUB-FACTORS 

ASSESSED^YL^EJELD ASSOCIATES ~ 

General Descriptive Informatibn 

^f^of work site; tier; full-time part-time; sector of spoBior- 

n^l °f ^""'"^ assigned; normal participant-to-supervisor ratio 
number of separate jobs assessed. ratio. 

Work Content 

Task^descriptionj amount of -training required; what tools used- 

?Sns\bniti"''' '''''^ '^'^ ^^'^^^ task' 

resfx^nsibilitxes increase over time. 

Worksite Organiz ation 

— — g 

nro^2^^^'°'' Of work sponiSr to supervision reguiremints; timecard 
procedures; attendance and performance standards; role ^f progrS 
counselors; grievance procedures; orientation of youth to KtSSnce 

on W?^. "'"'"^'^ procedures; sJp.rVi.or1udgeSnl 

on whether appropriate number of youth assigned; supervisor ryouth? 
H.^o n °^ whether youth busy most of the time; are youth 

Dudged by same general standards as regular employees; d5 youth 

are vouth r''"'^^''' ^° understand duties; 

are youth expected to compiete tasks within specified period of time. 

Supervision 

asSaler^^r''''^ with _ agency; supervisor experience performing youth's 
assigned tasks; supervisor experience with training; supervis5r ex- 
vouth'f ""■r''^'^ manpower programs; supervisor experience counseling 
youth; proximity of supervisor to youth; frequency of interaction^wit? 
visS'^he'lCf?' °' interactions with youth; youth perceptions of'up^r- 
visor helpfulness and accessibility; assessor judgement about cjualitJ 
of youth-supervisor interaction. ^uaiicy 

Youth Perception of V alue of Assignment 

JoV°r^V?-^^^^ "^"^^^^^'^ y°"th satisfied with assignment- 

w^rf^- . " "^""""^ ^" terms of learning, obtainf^^ 

work history, getting future job; do youth feel work is of valuJto 
agency, to community. 

Value of Work^^ Sponsoring Agency 

Does sponsor believe partlcipanti- work is consistent with agincy 
mission; that youth are producing valuable output; that agency 
effectiveness is increased by participants' work. 

Summary C omments and Assessor ' s Rating of Worksite 

Ratings: inadequate, adequate, good^ outstanding 
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inadequate, adequate, good, of outstanding. 

Estimation of the relationship between displacement and the quality 
of the work experience of Entitlement youths proceeded in two steps* 
Firsts an estimate of the extent of* displacement in each private sector 
worksite was developed. Second^ a regression model was estimated to 
explain variations in displacement among the worksites • One of the 
\ factors explaining variations in displacement is the quality of the 
"^^drksite, as judged by the field staff who assessed the worksites. The 
two steps are described here. 

Estimation of displacement is in itself a complex task, and one 
which is the subject of much debate.^ Displacement in Entitlement can 
be defined as the difference between the number of persons employed in 
unsubsidized jobs in ah Entitlement area and the number of such persons 
who would have been employed in the absence of the program. Since the 
latter figure is not observable, some means must be developed to estimate 
it. Unicdn Research Cbrpbratibn is currently conducting a large-^scale 
field evaluation and econometric study of displacement in four Entitle- 
ment programs. This study, which will use the two methodologies cur- 
rently used to measure displacement, should provide definitive estimates 
of the displacement rates assocated with Entitlement in the public, 
private and hbnprbfit sectbrs. 

To gather data oh displacement ih the private sector for this study, 
displacement was estimated using a method based on the typology of job 



Fbr a summary of the pros and cons of the various methods used to 
estimate displacement, see ft. Bonis and D. flamermesh, in Job Creation 
Through Public Service Employmeht , 1978. 
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creation aSd di.pUceaent deveiopid by the BroofeiSis institution (see 
NathaS. et al.. 1978). ffiis typology recognizes that th. e»ployieSt 
of a subsidized person ««y result in either Sispiaceaetit or Job creation, 
and that these events can occur in a number of ways. A survey instruf^nt 
W.S designed to ascertain the extent of both displacement and job crea- 
tion according to the follbwini: 
j^pes^t Displacement 

^' mpp"li^^^"tt ^ teminated employee (quit or fired) with a 
YIEPP youth rather than an unsubsidized person. 

^* doi^'f ^'^'^ ^° ^° that it previoSily had 

Types^^ Job Creation 

" ^^S^fTl^^^^^ - a firm 

Ixyn^'^^'^f'^ ^'^^^'^^^'^^^^^^^ feasible to increase 

existing services or production levels. increase 

it Should be- noted that the Ust three categories attempt to Sake 
the difficult distinction between work that would have been done even if 
th.re were n6 Entitlement youths (displacement), and work that was m.de 
possible by the availability 5f subsidized youths. 

The questionnaire used in the two Labor Market survey waves Included 
questions designed to measure the displacement or job creation associated 
With each type of beh.vior identified above. Data describing the firm : 
and identifying the reasons for employer participation were also obtained. 
Only one flnu reported displacement of the first type listed above. 
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One hundred three, or 83 il percent of the firms § indicated that subsi- 
dized youths did tasks previously done by regular employees i these 
responses indicate the possibility of displacement, but do not measure 
it. Displacement was measured in the survey instrument by asking employ- 
ers to identify the number of work hours which regular employees saved as 
the result of the presence of Entitlement workers or the proportion of 
work done by Entitlement workers which would have been done in their 
absence. Labor time was measured in hours, so that displacemeat was 
measured as the ratio of the number of hours hot worked by regular 
employees or contractors as the result of the presences of subsidized 
workers i divided by the number of hours worked by the subsidized workers. 
According to this definition^ displacement occurs at a rate of 25 percent 
when a regular employee works five fewer hours per week because a subsi- 
dized worker is hired to work 20 hours per week. Viewed from the oppo- 
site perspectives 75 percent of the time spent by the subsidized worker 
represents work created by the subsidy. , Although It is theoretically 
possible for displacement to take place at rates higher than 100 percent ^ 
as in the case where subsidized youths complete work normally done more 
slowly by regular employees, 100 percent is treated as the upper bound 
for displacement in this analysis. At this rate subsidized labor is 
substituted for reguiatf labor on a one-for-one basis. 

Unfortunately for the purposes of the data analysis, over half of 
the firms questioned p|rbvf ded inf onisation which produced multiple esti- 
mates of displacement. This occurred when employers allocated more than 
Idd percent of their Intitlement worker's time to the six categories of 
labor market behavior described above, and interviewers did not recognize 
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these responses as cbritradictory. Displacement values could be assigned 
to 111 of the firms after a detailed analysis of survey responses was 
conducted and a set of decision rules established for dealing with 
multiple estimatiBS, These rulls, along with the set of survey questions 
used to determine the extent of displacement, are available to interested 
researchers on request* • 

The distribution of displacement rates assigned to firms is shown in 
Table The average displacement rate summarizes the behavior of the 

111 firms in the sample for which displacement rates could be assigned. 

A displacement rate for private sector worksites in the Entitlement 
demonstration aS a whple can be calculated if displacement rates are 
assigned to individual youths. This prbgram rate of displacement depends 
hot only bh the displacement fates of individual firms, but the number of 
youths hired at each displacement rate. If firms with high displacement 
rates employ more subsidized labor than firms with low displacement 
rates ^ one would expect the overall |irogfam rate of displacement to be 
higher than the average displacement rate for participating firms. 

As ran be seen in table C-2 the average of displacement rates 
assigned to individual firms is 47.4 percent. The median displacement 
rate is 50.0 ''percent . The bverall program private sector displacement 
rate» the average of the displacement fates for individual youths, is 
49.9 percent. Th« first average implies that private sector firms in the 
sample reported,_^on average, savings of 47 hours of regular labor time 
for every 100 hotlrs of labor they employed through Entitlement. Looking 
at the program as a whole ^ every 100 hours of labor subsidized by the 
Youth Entitlement Demonstration in private sector work sites costs 
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Table e-2 



DiSTRiBOTION OF PRIVATE SECTOR WORK SPONSORS AND INDiViDUAL ENTITLEMENT YOUTHS 
BY DISPLACEMENT RATE ASSOCIATED WITH EACH SPONSOR OR YOUTH 



Displacement 


Work 


Sponsors 


Yoath^ 


Rate^ 


Niiiiiber 


Percent 


Number 


Percent 


- 

0% ' 


16 


14.4% 


31 


12. 7% 


1%-10% 


1 ^ • 


0.9% 


i 


0.4% 


ll%-20% 


6 


5.4% 


12 


4.9% 


"21% -30% 


19 


17.1% 


32 


13.1% 


31%-46% ■ 


7 


6.3% 


12 


4.9% 


4i%-50% 


19 


17.1% 


48 


19.6% 


51%-60% 


6 


5.4% 


16 


6.5% 


61%~70% 


9 


8.1% 


40 


^ 16.3% 


71%-8G% . 


10 


9.0% 


20 


8.2% 


81%-90% 


1 


0.9% 


1 


0.4% 


9i%-ioo% 


17 


15.3% 


32 


13.1% 


Total: 


111 


100.0% 


245 


100.0% 


Average Rate 




47.4% 




49.9% 


Standard Error 




3.1% 




1.9% 



SOURCE: Quality of v^ozk Labor Market Surveys, 



NOTES: Percents may hot sum to 100 due ro rounding. 



:^ _ ^ ^Se di^placeiient rates assigned to individual youths axe the 
displacement rates assigned to the work sponsors where the youths are employed. 



regular private sector employees tleariy 50 hours of works ^ 

Assuming that thie decision rules used to produce dispiacemeht 
estimates always produce correct results, and that employers were accu- 
rate in their estimates of labor time saved by Entitlement wo^kefi.the 
displacement estimate for work sponsors is accurate tb plus or minus 6 
percentage points and the estimate for youths is accurate to plus or 
minus 4 percent. In fact, the results presented here are probably 
less precise than this. Because of small sample sizes and the necessity 
of interpreting a large number of employer responses, thise Results 
should not be regarded as definitive estiniatis of displacemnt in the 
Entitlement program at private sector worksites. The report on the 
Unicbri Research Corporation's displacement study should provide more 
reliable estimates. 

After estimating displacement in each worksite in the Sample^ it was 
necessary to develop a model that explained variations in displacement, 
and which included the quality of work experience as one of the explana- 
tory factors i This is essential since it is important to avoid attribut- 
ing to worksite quality a relationship with displacement that may really 
W due to other factors. Ideally, this model would include the various 
characteristics of each firm, such as its size^ financial 65ndttion, 
recent changes in output or sales » the skill mix 5f the wo^k force and 
the degree to which workers of different skills can be substituted for 
each other. Unfortunately, only a few of these characteristics could be 
measured in a short interview. In additiorij prog ram- re la ted f :?e8 may 
affect displacement. For .example^ some programs, may monitor the firms 
more closely than others, discouraging displacement. There may also be 
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more displacement during the school year than in the suSer. Firms may 
find it easier to substitute Entitlement youths for part-time workers 
. rather than for full-time ones* In additibni youths may be used for 
special projects in the summer, ones that otherwise might not have been 
done, and little or no displacement would result. On the other hand, the 
greater the number of Entitlement youths at a worksite relative to the 
number of regular employees, the more likely it is that the youths are 
engaged in productive activities, and thus are displacing regular em- 
ployees. 

Another potentially important influence on displacement is the 
attitude of the firm towards the Entitlement program. Each employer was 
asked to recall what factors he/she perceived as advantages to partici- 
pating as an Entitlement work sponsor. the volunteered responses are 
shown in Table €-3, which shows the least squares regression model used 
to predict displacement. Responses in the first five employer mbtiva- 
tidhs are expected to be associated with higher levels of displacement. 
A response in category six is expected to be associated with less dis- 
placement, and a response in the last category could point in either 
direction. The other variables in the tnqdel are: 

1. A dummy variable distinguishing Tier I from Tier II worksites , 
to acQOuht for possible differences in prime sponsor monitoring^ 
which could be more thorough at the smaller Tier ii sites. 

2i A dummy variable distinguishing full-time, summer from part-time, 
school-year worksites. 

3. Dummy variables reflecting the major industrial classification 
(manufacturing^ wholesale and retail trade, services) of the 
firm. 

4. The size of the firm, measured by, the number of full-time, 
regular employees. 
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Table C-3 



COEFFICIENTS FOR A REGRESSION MODEL 

ESTIMATING THE IMPACTiOF_WORKSITE_Q CHARACTf:RISTICS, 
AND EMPLOYER MOTIVATIONS ON DISPLACEMENT 







Standard 


Variables 


Coefficient 


Error 


Worksite Quality: Adequate • 


+13.6 


11.5 


Good 


+18.1 


11.2 


■-_ Outstanding 


+22.0* 


12.5 


(Comparison Group) inadequate 






Entitlement Workers Available For: 







I"'"!! Time Work (Suinmer) 

(Comparison Group) Part Time work (Fall) 

Tier I Worksite 

Number of Employ 

Ratio of Regular Employees to Entitlement 
Employees 

Industry Type: Manufacturing 
Trade 
Services 
(Comparison Group) All Others 



Employer Motivations: 

A Chance to Hire a Specific Youth Known 

Co the Firm • . 

A Chance to Hire a ^4otivated Youth 
A Chance to Look Over Onskilled Workers 
A Chance to Hire Cheap Labor, No Wage 

cost 

A Minimum of Paperwork is Required 
A Chance to do Something for Unemployed 

Youth _ 
A Chance to Expand Output Temporarily 

Constant i 49;0 







Sample size 


105 






2 . _ _ . 

R" of the Regression 


.208 






Standard Error of the Regression 




31.27 





SOURCE: Linear Regretssion based oh data obtained from the Labor Market Survey 
of the Quality of work Study. 



NOTES: The model is based on 105 cases for which complete data are available. 
The F level of this regression is 1.346. 

significance of individual coefficients is measured using two- 
tailed t-tests: 

♦Significant at the 10 percent level. 
**Signif icant at the 5 percent lev&l. 



+ 2.2 
+ 0.02 



6.8 
0.02 



- 1.7 

+ 9.9 

- 7.4 

- 9.1 



2.6 

15.9 
11.2 
11.7 
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5. The ratio of Entitlement youths to regular employees. 

6i the worksite quality rating, as judged by the bffiRC field asses- 
sors. 

bisplacemetit is measured at the level of the firm in this analysis i 
The major finding is that higher worksite quality is associated with 
greater displacements The estimated coefficients imply that, on average^ 
displacement in outstanding worksites will be 22 percentage points higher 
than in inadequate worksites. Although the differences between displace- 
ment at inadequate worksites and worksites at intermediate quality levels 
are not significant, it appears that the biggest increase in displacement 
with further increases in quality associated with smaller increments in 
displacement. 

The dummy variables, those which cart only take the value 0 or 1 , 
show the percentage difference in displacement associated with being in 
a particular state, or not. For example, full-time worksites have 17 
percentage points less displacement^ on average, than part-time work- 
sites. This highly significant finding confirms the hypothesis set forth 
above that it is easier for firms to substitute Entitlement youths for 
regular employees when the youths are employed part-time during the 
school year.^ The other factor that is significantly related to dis- 
placement is the firms' perception that an advantage of Entitlement is 
its minimal paperworks These firms were inuch tndre likely to displace 
regular employees than firms which did not share this view (37 percentage 
points). Only 4 percent of the firms in this sample perceived minimal 

^ Entitlement youths work an average of about 15 hours of work per 
week during the school year. See Diaz et al., 1S80. 
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pape^b^ic as an advantage.^ but thbie flrtns which were coSscibUs of the 
Relative paper.brk burdeSs of hiring youths on their own payrolls appeared 

quite likely to substitute Entitlemei^t workers for regular employees. 

the other variables do not exhibit statistically significant associations 

with displacement. 

The relationships described in Table C-3 were also estiiated using 
two alternative specifications. The first varlatioS involves a model 
Identical to that shSwnin Table C-3 except thit worksite quality rating 
was treated ss. a continuous variable. Thii model assumes that the change 
in displacement associated with ibving from One worksite quality rating 
to the next is the same no matter where one starts 6n the scale. This 
model predicted that increasing worksite quality froo any quality ratiSg 
to the aext is associated with a 6 pe^intage point Increase in diipiace- 
ment. The coefficient for the worksite quality variable was significant 
; at the 10 percent level of significance. The othi^ coefficients in the 
model were similar in magnitude, sign and siinificance to those shown in 
Table C-3. Since the dependent va^iible in these models - displacement 
- can vary only from 0 perceSt to idO percent, linear ^iiression is not 
strictly appropriate. Therefore, an estimate of the iodel just described 
was made using a logit transformation. This produced similar, but less 
reliable, results; 



ERIC 



1 - 

^ See Table A-3 for a frequency distriUutibri of firms mentioning each 
advantage in the Quality of Work Labor Market Surveys. 
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